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A CONFERENCE ON ADVERTISING 
AND NEW BUSINESS PROBLEMS 


PusBLic CONFIDENCEs 
Can You Regain it 
































Changing conditions; how to meet 
them. Dwindling confidence; how 
to restore it. Diminishing returns; 
how to stem them! Four days— 
9:30 A. M. to 10:00 P. M. every 
day—solid sessions crammed with 
fact-finding discussions ..... You 
are invited to attend this annual 
conference which will change the 
conception of the uninitiated 
concerning a convention. 


90 informative talks and discus- 


A Meeting of Financial Men 
and Minds for Mutual Benefit 


sions by 90 financial advertis- 
ing and merchandising leaders. 
Every bank, trust company and 
investment concern interested in 
meeting the problems of today 
should have one or more repre- 
sentatives at this conference. 


An exhibit of over 200 panels 
will contain the direct mail, news- 
paper, billboard and window ad- 
vertising of the nation’s leading 
financial institutions. 


For hotel reservations and convention details address Preston E. Reed, 
Executive Secretary, Suite 1752 —231 South La Salle Street, Chicago 


FINANCIAL ADVERTISERS ASSOCIATION 





17TH ANNUAL CONVENTION - SEPTEMBER 12- 13+ 14+ 15 


CONGRESS HOTEL - CHICAGO 


In writing to advertisers please mention The Burroughs Clearing House 








You may know the rules— 


but today’s bond market isn’t following them! 


Today’s bond market isn’t running true to form. Its movements are 
unprecedented. It is fluctuating with an utter disregard for the 
principles that are supposed to govern bond values. Even the time- 
tested relationship between commodity and bond prices has failed to 
hold true. Knowledge of what has happened in the past can only 
serve as a background to judge what tomorrow will bring. 


This organization has had over thirty years of experience in judging bond 
values. But it isn’t relying solely on that experience today. It is looking 
more carefully than ever into the intrinsic worth of each issue held by its 
clients. It is painstakingly following the day-by-day developments in 
finances, politics, science, that have even the remotest effects on invest- 
ment values. Its foreign bureaus, its investment analysts and advisors 
are constantly on their toes to sense the news before it becomes news— 
before it’s too late to save the client from losses or help him improve the 


quality of his holdings. 


The bank that expects one of its officers to manage its bond account single- 
handed is asking him to tackle a job that is keeping hundreds of men busy 
in this organization today. No matter how able and experienced your 
investment manager may be, it is physically impossible for him unaided 
to guide your bond account with all the care and watchfulness that today’s 


conditions demand. 


Hundreds of banks, realizing this fact, have retained Moody's Super- 


visory Service to help main- 


MOO DYS | NVE S TO R S S E RV] C E tain income, prevent capital 


JOHN MOODY, President depreciation and protect the 


65 BROADWAY 


BRANCH 


OFFICES 


NEW YORK CITY _ value of their bank accounts. 
IN ALL PRINCIPAL cities [hey are finding this per- 
sonalized advisory service of 

inestimable value today. Your bank will, too. 


Without obligation, and in confidence, we will send you information on 
Moody's Supervisory Service in relation to your specific problem, if you 
will send your list of securities. Just address Moody's Investors Service, 
65 Broadway, New York City. 


In writing to advertisers please mention The Burroughs Clearing House 
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“LETTER S* 


Review of Reviews 


Sirs: I greatly appreciate your very complimentary remarks 
about my new book (“Bankers Guide Book” by W. R. Morehouse, 
Bankers Guide Book Publishing Company, Los Angeles) and 
naturally I am glad to hear that it has already been put to work. 

I worked a year and nine months at night on this book. I am 
quite sure that as time goes on you are going to be amazed at the 
number of answers to your problems that you will find in the book. 
You will also probably find under the various chapters consider- 
able information that is very much down to date. This will have 
to do with manuscripts that are submitted to you. You may wish 
to check up on some of the statements. 

The fact that your remarks were so commendatory, I accept 
as a very splendid compliment, and assure you that your friend- 
ship and good will is greatly appreciated. 

With kindest regards, 


W. R. Morenouse, Vice-president, 
Security-First National Bank of Los Angeles 





Unfortunately, Mr. Morehouse, we have been unable to maintain a department 
for the review of current books and periodicals. If it were possible, as we would wish, 
for every banker in the United States to review your “Bankers Guide Book” for 
himself and if the verdict of the large majority were not that it is invaluable for almost 
daily reference at their desks, then we must conclude that we personally are an extra- 
ordinarily bad reviewer of books.—The Editor. 


oe 


Assurer to Assured 


Smrs: There has just come into my hands, through one of 
our representatives in Seattle, a copy of the July issue of The 
Burroughs Clearing House, of which I note you are the Editor. 

The magazine was sent us by our General Agent because of the 
article entitled ‘‘Life Policies as Collateral,” by Oliver J. Neibel 
(Commerce Trust Company, Kansas City, Missouri) which is very 
complete and clear and shows a comprehensive understanding of 
the details involved in the handling of such assignments, but I 
note so many other articles in the magazine which I have found 
interesting that I want to congratulate you upon the excellence of 
this publication. 

I enjoyed reading the comments by Vice-president Stephenson 
of the St. Joseph County Savings Bank of South Bend, Indiana, 
because I got my first training in a bank, and I found the article 
on “Deposit Guaranty in Congress” by Arthur Crawford a most 
excellent review of the subject and one which should be better 
understood by the public in general, and to which understanding 
your magazine is contributing its share. 

I just thought that you were entitled to a word of commenda- 
tion for having gathered such a splendid group of articles in your 
magazine. 

H. S. No.ien, President, 


Equitable Life Insurance Company of Iowa, Des Moines, Iowa 


eee 


Saturday Nights Out 


Srrs: In the August issue of your magazine there was an 
article on Page 21 (in ““From a Busy Desk” by Hy. W. Sanders) in 
regard to Saturday night closing of the Los Angeles banks. 

Incidentally, the Clearing House banks in New Haven and the 
mutual savings banks have decided to discontinue Saturday night 
opening, which goes into effect today (August 6). 

Your article fitted our situation so well that we thought it 
might be of interest to let you know about it. 

N. Patry, Assistant Cashier, 


First National Bank and Trust Company, _ 
New Haven, Connecticut 


eee 


And See Page 8 


Strs: On page 5 of the April, 1932, issue of The Burroughs 
Clearing House, we read a letter addressed to you by Mr. L. H 
Lavalley, Chief Bank Examiner, State of Vermont, Department 
of Banking and Insurance, Montpelier, Vermont, requesting that 
you be kind enough to send him a copy or copies of past issues of 
The Burroughs Clearing House containing articles concerning cost 
analysis of checking accounts. 


We are also contemplating the inauguration of a measured 
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service charge system in connection with our checking accounts 
and would greatly appreciate your sending us whatever informa- 
tion you have available and can spare us. 
Thanking you in anticipation of your kind attention, we are 
F. L. G. BarLey, Assistant Cashier, 
Windham County National Bank, Danielson, Connecticut 


ooo 


Lines to a Denver Banker 


Smrs: Let me introduce you to “The Richest Man in 


Babylon.” Just made his acquaintance through a friend in one of 
the banks here. 


I do not know whether the author was ever a banker but he has 
certainly written a little classic on one of my pet hobbies. 


You may have seen this but I do not recall having read any 
mention of it by you. Therefore feel sure that you will be in- 
terested in seeing a copy. 

J. A. Smiru, 


Shirley-Savoy Hotel, Denver 


A letter addressed to Mr. Smith, in care of the above hotel, requesting information 
concerning the source (authorship) and publishers of the classical ‘‘Richest Man in 
Babylon” has been returned unclaimed. If a certain of Mr. Smith's friends in one of 
the Denver banks will supply this information, it will be appreciated.—The Editor. 
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et’s See What’s Wrong 
With Our Loan Picture 


cy Philip L. Speidel 


Vice-president, First National Bank, Lake Forest, Illinois 


T a recent monthly dinner of our county bankers 
A federation, the speaker, an eminent banker from a 
big-city bank, told us in no uncertain terms that in 
times like these every loan must measure up to the 
highest standards of good banking practice, that every 
borrower must be made to reduce his loans by a regular 
program rigidly adhered to, that borrowers who are not 
reducing their loans at least a little are simply failing to 
exert themselves to the utmost. As our sedan rolled 
homeward through the night our talk was of the efforts 
we must make to hold our own loans to the standards 
outlined by this visitor from the city. We were all duly 
impressed. 
The first applicant to whom 


before, I o.k.’d his note! At the end of sixty days, or 
anyhow sixty-five, the borrower will come in and pay 
me about $20 in grimy bills. His expressions of regret 
that he hasn’t the other $5 will be almost convincing. For 
the next three or four months I shall hound him by tele- 
phone, by mailed notices and letters, and eventually shall 
collect the balance. In less than a week after he settles 
up, Mike will be back for another loan; he always is. 
And I, worse luck, shall let him have it. 

What is wrong with this picture? The officers of our 
bank are well grounded in ‘the principles of sound bank- 
ing. We know the theories, and we conduct the bulk of 

our business according to them. 





I had the opportunity of ex- 





pounding the principles of good 
loaning came in at 8:15 this 
morning. Let’s call him Mike 
O’Rourke. He is about 55, has 
lived in our town ever since 
I can remember, has always 
been hard up in his frequent 
intervals between jobs. From 
time to time we have loaned 
Mike $25, solemnly accepted 
his sixty-day note, deducted 
our half-dollar minimum dis- 
count, and tried to believe that 
this time he would scrupulously 
keep his promise to pay. I sup- 
pose I have gone through this 
transaction with him thirty 
times—not because our bank 
wants such business, but because 
Mike has a knack for getting 
himself in such financial straits 
that unless we give him a little 
advance he won’t be able to feed 
himself and the numerous 
smaller O’Rourkes. Because we 
hate to see anybody miss meals, 
we end up by letting Mike have 
the money. 

I can tell right now what our 
experience will be with this 
latest bit of O’Rourke paper — 
oh yes, after a couple of gulps 
of regret for the nice principles 
of sound banking that had been 














Are we slightly weak-minded to 
make loans like the one I just 
now made to Mike O’Rourke? 
I know our big-city speaker 
would say that we are. 

If our institution did not have 
high liquidity, we might agree 
with him and we might have 
to do business along his lines. 
But in a small town —ours has 
about 7,000 population —where 
we are now the only bank, as 
long as we can keep ourselves 
in good condition we feel some 
responsibility to those folks 
among us who need help and 
cannot get it elsewhere. Cer- 
tainly we recognize that our first 
obligation is to our depositors. 
But while we can squarely meet 
this obligation and still make a 
few loans which do not measure 
up to banking standards but 
which we are sure will pay out 
with enough prodding from us, 
| we shall probably continue to 
make them. 





"THEREIN, it seems to us, lies 

one difference between big- 
city and small-town banking. 
The city banker can be imper- 
sonal, can view his trans- 
actions strictly in terms of the 











most approved textbooks on 





so ably expounded twelve hours 


He needed $35 to buy some nursery stock in order to get started 


5 banking and finance. His trans- 
actions are large, there are many 
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THE BURROUGHS CL 
other banks, he need not assume This time he had a larger contract, week for $60 on a similar situation, he pay 
personal feelings of responsibility for with a thoroughly responsible cus- got it. This time he paid off most of it low 
the people, the human beings, who tomer. We arrived at a definite under- on the due date, but it took him a few Shc 
make up the corporations with whom standing with the customer, loaned days longer to collect the balance. refi 
he does business. But if I meet Mike $3,300, were paid promptly. So, afew When it was in his hands, he came to anc 
O’Rourke on the street some day in weeks later, when Rowell came in for us and paid his note. ren 
the future after I get sufficiently another loan we took it on similar Heaven knows we do not want to do the 
hard-boiled to quit loaning him $25 at terms. He paid it out. But presently such business, nor can we make any wh 
a time, I shall know that there is other creditors caused trouble, and money on it. Rowell has caused us like 
suffering in his family which we could Rowell went through bankruptcy. twenty times as much anxiety as his act 
have prevented. And Mike, mind you, By all the rules of banking, that loans have yielded in interest —anxiety mo 
is as honest as you or I; he simply should have been enough for us. But not primarily about the money itself sib 
lacks the ability to make both ends a few days later, Rowell came into the but rather that we should not have to cus 


























meet all the time. And it admit we had _ walked wa 
is in such a circumstance i 2) PDOP through the danger signs mo 
that the small-town banker sa ppp a into even a small accident. sel 
has to forget some of the a ppp: dl But what, let me ask, can Th 
rinciples of theoretical — ee we do about such cases? ow 
honking and make the loan Li i | ig pp a a ’ If we do not help these Bu 
anyhow. ‘ETT pia le iT pe folks to help themselves, tuc 
It is a big difference, this ies they will lose their self- is ¢ 
between city and country ‘a fy respect and have to fall 
banking. Of course, we > back on charities which O 
have the advantage of ; : are already over-burdened. 
knowing that the $25 we So, against our wishes if not col 
lend to our O’Rourkes will against our better judg- fai 
come straight back to us. ment, we keep on making hir 
For Mike pays $15 to his such loans —and losing sur- up 
landlord, who is thereby prisingly little money as a an 
enabled to meet his semi- result of them. In fact, ass 
annual interest on a mort- losses on small accommo- ma 
gage that we sold to another dation loans in a _ well- tin 
customer. He pays the managed small-town bank he 
other $10 to the grocer, run far below the pro- ren 
who applies it on his loan portionate loss on bond in- On 
with us. We are actually vestment in times like these. his 
no worse off by lending it to col 
Mike, granted the assur- E know our cus Bu 
ance that he will eventually tomers, not as the city an: 
pay us back. The city banker knows his across wa 
banker who makes a similar the desk or occasionally on als 
loan cannot be sure that the golf course. We have fro 
the cycle will not end up grown up with them, know wh 
in competitive institutions them at school and at Th 
instead of his own. church and in all the local ex] 
Suppose we look at associations. Some of them Jeo 
another case. Rowell is a are fine business men, the by 
landscape gardener —an ex- best type of customers that act 
cellent man in his profes- any bankcan have. Others wh 
sion, but not too shrewd in He pays the other $10 to his grocer who applies it on his loan with us are honest but lack full we 
extending credit. At one business acumen. A very for 
time he had a regular line with us, but bank. He had a contract for $100 few are too weak to do business with, fro 
as his affairs became more and more in- worth of work, which he and his son and a handful fall even below this wh 
volved we had to cut it off. Perhaps a were going to do, without hiring any classification. da 
year ago he came in to request $2,700 labor. He needed $35 to buy some But what would you do in an in- off 
to finance a contract he had taken from nursery stock, in order to get started. stance like this? We have a first the 
a wealthy man in town. Hecould not We turned him down but next day he mortgage on a residence The owner, ust 
otherwise handle the job, and it was came back and told in full detail his hit by the depression, fell behind with ite 


the only income he had in sight. We 
let him have it, took an assignment 
from his customer —and the customer’s 


personal financial distress; unless he 
could get the $35, he could not get the 
job, and he could not pay living ex- 


his interest payments. Eventually 
we took title last fall by mutual 
consent, put the title in escrow, gave 





private secretary forgetfully gave the penses. It would permit him to earn’ the owner an option to repurchase at 

final check to Rowell instead of making day wages, and let him live for a few any time during the foreclosure re- \ 
it out to the bank. This left us holding weeks. So, with our fingers crossed, we demption period. The owner has a get 
the bag for $300, which we could legally paid out the money and did not even large family and no money. At the the 
collect from the wealthy man—but _ bother to take an assignment. moment we could find no customer or bre 
could not afford to press because of his Promptly —in fact, a couple of days tenant for the house, so we permitted the 
banking business. Rowell used the sum before the due date —Rowell came in him to live there through the winter, the 
to pay other creditors who were’ with his customer’s check for $100. We rent free. In the spring a bona tide is § 
threatening him, and let us wait until cashed it, took out our $35, and felt renter offered a one-year lease. We 
he managed to scrape up the money rather well satisfied that we had been’ went to the occupant, told him he must coi 


two weeks later. 
Within a few days he was back again. 


poor enough bankers to make the loan. 
And when he came back the following 


either pay rent or get out now. Some- 
how he scraped up enough money to 
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CLEARING HOUSE 


pay one month’s rent at a slightly 
lower rate than had been offered. 
Should we accept this month’s rent, 
refuse the other fellow’s offer to lease, 
and take a chance on collecting the 
remaining eleven months’ rental from 
the occupant? Frankly, I don’t know 
what we ought to do in circumstances 
like this. But I know what we 
actually did. We took the one 
month’s rent, turned down the respon- 
sible tenant, and left our hard-up 
customer in possession. Perhaps it 
was foolish. Unquestionably it is a 
more risky course than to assure our- 
selves a year’s rent from the property. 
The chances are all in favor of the 
owner’s eventually losing the house. 
But we just somehow lack the forti- 
tude to throw him out as long as there 
is a chance of his keeping the property. 


OR this example. A _ professional 

man had a line of credit on his ac- 
counts receivable which averaged 
fairly high. Rather quickly he found 
himself with no new business, he lived 
up his receivables as they were paid, 
and left us holding his note with no 
assets behind it. Ever since, he has 
maintained his credit standing by the 
time-honored method of the old joke: 
he has paid his interest promptly and 
renewed every month on the due date. 
One afternoon he came in to renew 
his note, and we tried to get some 
commitment to a future reduction. 
But he said he could not possibly pay 
anything on account. Moreover, he 
wanted to borrow some more money — 
also without security. He had a job 
from a thoroughly responsible client, 
which involved taking a business trip. 
The client was billable for the traveling 
expense, but the man could not 
jeopardize his standing with his client 
by asking for an advance—and he 
actually did not have the money with 
which to buy his railroad ticket. So 
we lent it to him, with a little extra 
for safety’s sake. When he got back 
from his trip, he paid us on account 
what he had not spent, and a few 
days before the note was due he paid 
off the balance. Moreover, most of 
the fee he received from the client he 
used to pay off a semi-annual interest 
item on his first mortgage. He could 
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HEN the Foxboro National 
Bank, Foxboro, Massachusetts, 
gets a bad coin, it attempts to make 
the discovery while the depositor who 
brought it in is still there. The teller 
then breaks the coin in two in front of 
the depositor, to show why and how it 
is spurious. 
This effectively withdraws the bad 
coin from circulation! 
They drop the pieces into a cigar- 
box in a drawer, which serves as the 


not have paid it in any other way. 
Of course this is not good banking, 
by theoretical standards. Not one of 


these people I have mentioned should 
ever have had a penny from us under 
Instead, we 


present circumstances. 


ae 
\ 


MR. SPEIDEL 


should be threatening them and suing 
them for what they owe us. We have 
every legal right to do it, and could 
get in some money by doing so. 

But what of it? If we jump on them 
when they are down, or refuse to assist 
them to get up, we are simply hurting 
the situation in our town and directly 
hurting ourselves. Every one of the 
loans I have mentioned has been used 
to keep business going just a little 
more profitably for our merchants, 


© © 


resting place for defective money and 
also for such items as a dime found on 
the floor by the sweeper, or a penny 
change which appeared on the ledge 
one day and found no claimant. 
Now and then a phoney coin appears 
in a quantity of metallic money 
brought in from some store for deposit. 
In this case the teller puts the bad 
money aside with a memorandum as 
to its owner, and at the next opportu- 
nity collects for it. Depositors are 
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has made them better credit risks in 
our bank, has brought back anywhere 
from twice to ten times as many dollars 
as we ever risked on the loan. More- 
over, if we may be pardoned a moment 
of that unpardonable sin of being a 
little sentimental, we feel a good deal 
better for having helped these folks 
to maintain themselves and _ their 
families by their own efforts rather 
than permitting them to crash down 
into the wreckage. And while senti- 
ment does not pay dividends, it is a 
pleasant thing to know we have been 
humane as well as efficient. 


\ \ TE do not flatly assert that ours is 

the only way, or even the best way. 
It seems the best way to us, otherwise 
we should not follow it. But others 
have equal rights to their opinions. 
And they may disagree with us 
violently. 

Undoubtedly the banker who makes 
no loans which fall short of perfection 
by the standards of good banking is 
able to go home at night and worry a 
little less about some of the small stuff 
on his books. Undoubtedly the tsk-tsk 
of the directors falls less frequently on 
his ears. He may even have fewer 
losses —though I’d like to argue that 
point with him some day when we both 
have time. 

If we were running a big-city bank 
instead of an institution with $4,000,- 
000 of deposits in a town of 7,000, we 
might find ourselves being hard-boiled. 
Perhaps, as our speaker of the other 
evening declared, this is the only per- 
missible way to run a bank in times like 
these. 

But we also wonder occasionally 
whether the hard-boiled attitude, by 
causing needlessly a good many crashes 
of individual small customers, has not 
contributed to the severity and the pro- 
longation of bad business conditions in 
this country of ours. And whether, if a 
few bankers went around preaching the 
gospel of extending a helping hand from 
any institution that is in good shape, 
it might improve not only the general 
business situation but also the profits 
of the banks themselves. 

Mind you, we don’t say it would. 
But we have a right to wonder about 
it, haven’t we? 


© 


always surprised to be shown counter- 
feit money. No one as yet has pro- 
tested at having his bad money broken 
up and retained by the bank. When 
they explain that it’s government 
orders to do so, the public is agreeable. 

Counterfeit paper bills seldom reach 
a small town bank such as the Foxboro 
National. But they’re on the lookout 
for them and read every bulletin that 
comes out from Boston regarding all 
such. —Fred B. Barton. 
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© fhe Influence of the Check 


— lax on Metered Service 


Comptroller, First Wisconsin National Bank, Milwaukee 


MID all the conversation 
about the check tax, one 
important aspect has been 

too generally slighted. The 
check tax has, it seems to some 
of us, an important effect upon 
the whole movement toward a 
measured service charge on 
unprofitable checking accounts. 
In this way it is really of con- 
siderably more significance to 
banks than is the check tax per 
se. For as the trend toward a 
metered service charge gains 
momentum or slows down, the 
whole matter of bank profits 
will be affected far more than 
it can be by the mere act of 
Congress which compels a bank 
to serve as the government’s 
agent in collecting all the two- 
cent charges on all of the 
checks of all of its depositors. 

As yet we do not know — 
and I suspect that nobody else 
knows —exactly what it will cost 
us to handle the clerical work 
entailed on the banks by the 
check tax. I have seen and 
heard estimates of varying sorts 
—5 per cent increase in total clerical 
expense, $1 per account per annum, 
and so on. The accuracy of these 
estimates depends upon human _ be- 
havior which cannot be quantitatively 
predicted on the data so far available. 
For example, suppose we predicate our 
estimate on a given number of checks 
per account—and the average depos- 
itor, suddenly gone thrifty through 
this last straw of added check expense, 
cuts in half the number of checks he 
draws. In the first place, our esti- 
mates will be thereby thrown askew. 
In the second, the saving in clerical 
expense to the bank through handling 
so much smaller a grist of checks will 
far exceed the added expense of com- 
puting customers’ taxes, entering them, 
and making out the report forms. Nor 
have we any assurance that customers’ 
behavior will standardize for some 
months. In the first full month we 
may find a great decrease in number 
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of checks due to customers’ vivid con- 
sciousness of the two-cent tax. After- 
wards we may find this relaxing, and 
the number of checks working back 
to normal. Or we may even find no 
considerable effect the first month, 
with sharp decreases in numbers of 
checks drawn in succeeding months as 
the teeth of the tax begin to be felt. 


VEN if the volume of checks were 

not affected, we believe that we can 
handle the work without any increase 
in clerical expense —at least, we are 
planning to do it without increasing 
our number of employees. We have 
for many years counted all checks as 
part of our account analysis. This 
will be continued in the same routine 
as before. But instead of the old 
single-purpose analysis count card 
that we used, we have substituted a 
check count card which serves a triple 
purpose: 1. It is the permanent 


record required by the tax regu- 
lations; 2. It is the posting 
medium (for the tax charge to 
the customer’s account); 3. It 
is the analysis count card. We 
therefore include in one opera- 
tion, which has been previously 
performed, much of the work 
entailed by the check tax. The 
additional work, such as rehan- 
dling the cards and making the 
entries, we believe that our book- 
keeping staff can absorb with- 
out increasing the personnel. 
But it seems to me that the 
effect of the check tax on the 
movement toward metered serv- 
ice will be of far greater con- 
sequence to banking in the 
United States. Unquestionably 
the check tax will lead to a 
great increase in the number of 
banks making such a charge, 
though it would take a prophet 
of great ability to foretell 
whether this will make itself 
felt immediately or in the more 
distant future. Just how an 
individual bank will react to 
this new stimulus depends on so 
many considerations: The attitude of 
the bank’s officers toward a metered 
service charge; the degree to which its 
customers have already been educated 
in this general direction; the policies 
of the other banks in the community. 
It may even be superfluous to give 
instances of the sorts that come under 
these headings. But let’s have a look 
at three situations where the metered 
service charge is not yet adopted. 
First comes the largest institution in 
a large middle western city. Its chair- 
man and its president are both men 
with strong prejudices against the 
metered service charge. Whenever 
the question is brought up by any ol 
the other officers, these men say: 
“Never! This bank ought to be able 
to make adequate profits on the large 
accounts it has, and it ought to be 
able either to make its small accounts 
profitable or else throw them out. 
We'll have no two-for-a-nickel, five 
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CLEARING HOUSE 


and-ten-cent-store nuisance charges 
around this bank.” And there is not 
a chance to change their minds. The 
check tax will probably not change 
this bank’s policy in the least; it will 
doubtless remain as long as the present 
heads remain, or until metered service 
has become universal banking prac- 
tice. 

Second is the bank in a community 
where the local clearing house has been 
working for some time toward an 
eventual metered service charge. The 


local banks have not all been ready to’ 


come in, although they agree that the 
idea is basically sound. So the banks 
and the clearing house association have 
been doing a skillful and inconspicuous 
job of public relations. They have 
seen to it that the local newspapers 
have published on 
their financial and 






marginal addition of expense to change 
completely the attitude of a good 
banker toward a promising source of 
additional income, even though he 
may previously have been prejudiced 
against it because he believed it would 
decrease his deposits, or would detract 
from his institution’s dignity, or for no 
good reason at all. 

The second reason for believing that 
the check tax will further the extension 
of metered service charges is in the 
records it will force all banks to keep. 
Practically all of the larger banks, and 
many smaller banks, have of course 
kept account analysis records showing 
the numbers of checks drawn on each 
account. But a surprisingly large 
proportion of all banks keep no such 
records, as any city banker can dis- 
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has been more than thirty years since 
the check tax of the Spanish-American 
War, with its internal revenue stamps, 
passed into history. Comparatively 
few of all the customers of a bank were 
drawing checks back in those days. 
Unless the bank has meanwhile in- 
stalled some form of measured service 
charge, this great majority of cus- 
tomers has been accustomed to the 
idea that drawing a check involves no 
more expense than drawing a breath. 

The check tax changes all this. It 
places a bank check where it belongs, 
among the useful services of life which 
the user must pay for. It accustoms 
the depositor to the idea that a check 
is worth money —for now, when he 
considers whether or not to draw 
a check for a given purpose, he is 
forced to recognize 
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expense back to 
customers. All in 
all, that com- 
munity has been very well educated 
toward a city-wide metered service 
charge plan. And it seems _ likely 
that the plan will be adopted within 
the next very few months. 

Third is the competitive situation. 
In still another city the management of 
the largest bank is eager for a metered 
service charge, but is unwilling to come 
out single-handed. Working through 
the clearing house and also privately, 
the officers of this bank are trying their 
best to win over the other principal 
bankers of the city. When they con- 
vert two or three of these competitors, 
they will install the plan —and it will 
thereby be firmly established. 

How will the check tax increase the 
spread of the metered service charge? 
There seem several ways in which this 
will work. And of these, the most 
compelling is that the check tax will 
actually increase the operating expense 
of thousands of banks right now when 
they can least afford additional over- 
head. When the officers of such a 
bank find their clerical expense in- 
creased, they will be likely to make up 
their minds to adopt the compensating 
charges of metered service. In times 
like these, it requires only some 








cover for himself by asking the ques- 
tion when he talks with country 
correspondents. The banker with a 
small institution cheerfully admits 
that account analysis records are 
valuable, but excuses his own omission 
by saying that he cannot afford them. 


Now: however, we find every bank, 

large or small, compelled to keep a 
monthly count of all the checks drawn 
on each account. This count the bank 
officers will inevitably inspect, if only 
to satisfy their innate inquisitiveness. 
Then they are bound to get some 
shocks —as any banker knows who has 
set up an account analysis department 
and looked over the first month’s 
reports. They will find large numbers 
of accounts which can by no stretch of 
imagination be profitable in view of 
their activity. And their inevitable 
conclusions will lead them to some 
method which either discourages exces- 
sive activity or else makes it pay its 
way. 

The third reason why the check tax 
must increase the number of banks 
charging for service by measuring the 
activity is simply that it accustoms 
the customer to an item charge. It 


Penny-wise and pound-foolish—or how the West End Savings Bank of Birmingham, Alabama, is 
advising its customers to continue to pay by check, check tax or no check tax 


There are only 
two ways in which 
I can see that 
the check tax will 
hinder the immediate extension of 
metered service charges. First, there 
are unquestionably a good many small 
banks, particularly at the present time, 
which will prefer to take no steps that 
are likely to decrease the number of 
customers (even though their accounts 
are unprofitable) and thereby decrease 
the lobby activity of their institutions. 
Second, some bankers will doubtless 
feel that where it formerly cost the 
customer only two cents postage to 
mail out a check, and it now costs him 
three cents postage plus two cents tax, 
it is rather laying it on him to add a 
service charge which will increase the 
expense to somewhere in the neighbor- 
hood of a dime. 

Both these considerations are, how- 
ever, merely temporary. Even though 
a bank may decide to defer its metered 
service charge plan for a while, the 
basic considerations already cited will 
be eventually effective. The check 
tax increases the bank’s expense of 
doing business, so that additional 
revenue is imperative. It brings 
forcefully to the banker’s attention 
the unprofitableness of many over- 
active accounts of which he may 
formerly have been unaware. And it 


(Continued on page 26) 








Ten 


MORTGAGES 





CR eal Estate Bonds 


F you are one of the surviving mem- 
bers of that dwindling group — 
genus: Country Banker —your time 

these days is probably about equally 
divided between wondering where 
your deposits have gone and ex- 
plaining to your customers what has 
happened to their investments. And 
if you live in the average community, 
these investments of your customers, 
on which you are asked to shed some 
light, are preponderantly real estate 
bonds. 

In their eyes a real estate mortgage 
was the prime investment, equal to 
government bonds in security, paying 
a higher rate of interest, and always 
worth a hundred cents on the dollar. 

Small wonder, then, when your 
salable supply of individual mortgages 
ran low, that they should cast inter- 
ested eyes on the beautifully illustrated 
real estate bond circulars which they 
received by mail from some bond 
house. Weren’t these real estate bonds 
just like a real estate mortgage —or al- 
most! Just a big mortgage split up into 
small pieces? 

You may remember some of those 
circulars yourself, though you haven’t 
seen any lately. Take the Oakcrest as 
an example. (There probably never 
was a building by that name, but it is 
typical of hundreds.) The circular 
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Chicago Title and Trust Company 


showed an imposing three-color picture 
of the architect’s conception of the 
building, towering above the sur- 
rounding skyline, some ten or twelve 
stories high, topped by an American 
flag. The first story was to be occu- 
pied by stores and shops, and above 
that were furnished apartments. The 
apartments were to rent for $150 to 
$300 a month, and when the building 
was entirely filled, the income would 
be double the fixed charges, the circu- 
lar said. A conservative appraisal (still 
quoting from the circular) valued the 
property at $1,500,000, against which 
the bond issue was only $850,000. Title 
to the property was guaranteed by a 
large and responsible title guarantee 
company, and the issue had the ap- 
proval and unqualified endorsement of 
the bond house underwriting the issue. 

Nevertheless, this customer of yours 
was pretty conservative and didn’t 
rush into any investment without first 
considering it carefully in all its 
aspects. 

While the anticipated rentals seemed 
rather high, he knew that there actu- 
ally were people who could afford to 
pay $300 a month for a small apart- 
ment. (Didn’t everyone have a good 
job, and wasn’t everything going along 
smoothly —back in 1925? And wasn’t 
it going to last forever?) The circular 
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in Review 


gave the number of apartments to be 
rented at each figure, and he totaled 
them up, and it came out even; so it 
certainly looked all right. 

But that appraisal, now —he wasn’t 
so sure of that. Was $1,500,000 really 
“conservative?” The names of the ap- 
praisers meant nothing to him. Still, 
the picture looked like $1,500,000, and 
no doubt these people knew their 
business. Certainly they knew more 
about values than he did. 

The trustee was one of those big 
banks in Wall Street or La Salle Street. 
He didn’t know exactly what the 
trustee was supposed to do, but what- 
ever it was, you could depend on those 
big fellows doing it right. 


"THE rate, 6 per cent, looked pretty 
attractive, though not high enough 
to make the investment look specula- 
tive to your customer. Six per cent 
was the standard rate in your com- 
munity for real estate mortgages. 

Then, too, the circular said some- 
thing about these bonds being legal for 
trust funds. That sounded like a safe 
and conservative investment. 

So he bought the bond and put it 
away in his safe deposit box in your 
bank. He put the circular away, too, 
and when he clipped the coupons, he 
took a look at the picture of the 





Wi As 


» be 
aled 
oO it 


isn’t 
ally 
, ap- 
still, 
and 
their 
nore 


big 
reet. 

the 
yhat- 
chose 


retty 
ough 
cula- 

cent 
com- 


;ome- 
al for 
1 safe 


yut it 
your 
, too, 
as, he 
f the 








CLEARING HOUSE 


Oakcrest. It made the bond seem more 
real, somehow. He could almost see 
the people moving about in the build- 
ing and walking up on the first day of 
every month and laying down their 
$300 checks. 

Then, one day four or five years 
later, when he was in your bank mak- 
ing a deposit, your teller said to him: 

“That coupon you deposited for col- 
lection last week was returned unpaid. 
Shall we charge it back to your ac- 
count, or do you want to give us your 
check for it?” 

That surprised your customer, but 
he said, carelessly, to charge it to his 
account. Then, before he left your 
bank, he went to the 
safe deposit vault and 


surpassing all previous records. At the 
height of this construction and financ- 
ing there developed a situation where 
the competition between underwriters 
of real estate bonds was not as to com- 
missions or interest rates, but as to the 
amount of money which the un- 
derwriter would loan on any specific 
project. Builders and operators went 
shopping, and the underwriters who 
would make the largest loan got the 
business. It is no secret that many 
loans were made for amounts greater 
than even the then inflated values of 
the properties. In other words, the 
bondholders not only put up every 
dollar of building and land value, but 
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factors of competition necessarily pro- 
duced excessive loans. And yet there 
seemed to be no let-up in the capacity 
of the buying public to absorb these 
bond issues. 

In addition to this unstable com- 
petitive situation obtaining at the 
time, troubles were further augmented 
by the fact that the projects standing 
as security for a large number of these 
bond issues were new and untried en- 
terprises. Multi-storied furnished 
apartment buildings constituted the 
basis of many large loans. These en- 
terprises combined some of the fea- 
tures of transient hotels with features 
of the unfurnished residential apart- 

ment building. Such 





looked at the bond again 
and read the circular. 
He couldn’t see just 
where the trouble lay. 
He thought he had been 
pretty conservative in 
buying that bond. And 
he kept wondering 
about it. 


MILLION 
The bond was a first DOLLARS 
mortgage on the prop- 2507 


erty, and the mortgagor 
corporation had good 
title, no question about 200+ 
that. The building had 
been duly completed 
and occupied. The bond 150+ 
had been underwritten 
and sold by a reputable 
house, which had been 100: 
in business many years. 
The interest rate was 
eminently fair, indicat- 50} pw 
ing an investment and 
not a speculation. Y 

A couple of months O Lagat 
later he got a printed 
letter saying that “the . 
undersigned” had. been 








New Real Estate Bond Issues 


at Lowest Ebb 


Real Estate Bond Issues in the First 4 Months 
of Each Year 





FIRST 4 MONTHS 


buildings were pioneers, 
both as to type and 
location. As to type, 
many persons had to 
be converted to the 
idea of living in fur- 
nished quarters in large 
buildings. As to loca- 
tion, the builders and 
operators frequently 
found themselves in 
error. The neighbor- 
hood changed more 
rapidly than they had 
anticipated, or the num- 
ber of such buildings 
constructed in a given 
locality ran ahead of 
the demand. 

Other problems de- 
veloped as time went 
on, which were not 
anticipated eight or ten 
years ago when the 
apartment buildings 
were constructed and 
financed. Depreciation 
on furnishings was, of 
course, taken into con- 








named as the protec- 

tive committee for the bondholders of 
the Oakcrest Apartments and asking 
him to send his bond to a Chicago trust 
company for deposit. He didn’t under- 
stand the letter very well, so he brought 
it in to your bank and asked you what 
to do. 

Perhaps you weren’t very sure in 
your own mind, but you felt something 
ought to be done about it; so you ad- 
vised him to send it in. And since then 
he—and you—have been wondering 
just what is happening to his Oakcrest 
bond —and some billion dollars of other 
real estate bonds which are no longer 
paying interest to their owners. 

Following the short depression of 
1920 and 1921, activity in real estate 
and building began to improve sub- 
stantially, and from 1922 increased 
rapidly to the peak of 1926 and 1927. 
New residential construction was un- 
dertaken in unprecedented volume; 
real estate bonds were sold in amounts 
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actually gave a surplus to the builder 
or operator from the proceeds of the 
bond issue. 

Real estate bonds at 6 and 6% per 
cent were easy to sell. Purchasers 
were hungry for them. They paid 
little or no attention to the intrinsic 
values of the properties, nor, indeed, 
did they have any practical method of 
obtaining such values had they tried. 
They relied almost entirely on the 
underwriter. The underwriter, on his 
part, and due to this almost over- 
whelming demand for real estate bonds 
from the public, found himself engaged 
in a most profitable business. It be- 
came not a selling problem, but rather 
a problem of supply. With his sales 
force crying for more securities to sell, 
he went to the builders and operators 
and bid against other underwriters. 
And he bid not in terms of cheaper 
money rates, but in increased ratios of 
loans to values. These unhealthy 


sideration, but obso- 
lescence was not con- 
sidered as a determining factor in oc- 
cupancy and earnings. Obsolescence 
in this case refers to the change in style 
of furniture and fixtures. When the 
Oakcrest Apartments were completed 
a few years ago, the furniture was the 
latest approved style. The building 
was well located and was soon entirely 
rented. 


[ONG before the loan had been paid 

off, or even materially reduced by 
serial payments, however, another 
newer and finer apartment house was 
erected on the opposite corner. In the 
meantime furniture styles had changed 
radically. The modernistic type was 
now in favor. The Oakcrest had hard- 
wood floors throughout; its competitor 
had composition flooring in large black 
and white squares. The Oakcrest had 
refrigerators which used natural ice, 
and the usual type of gas range. Its 
competitor had a central refrigeration 
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plant and the new cabinet ranges. It 
also had electric dishwashers built into 
the kitchen sink. 

Now, just what effect did all this 
have on the earnings of the Oakcrest? 
As the leases expired, the tenants 
moved to the newer and more modernly 
furnished apartments across the street. 
Prospective tenants to take their places 
came to look, and went away. So the 
old occupants left, and no new ones 
came. 


HE management, then, was faced 

with a grave problem. Earnings 
were dwindling, and serial maturities 
were increasing. There was not enough 
margin above fixed charges to provide 
for refurnishing. Occupancy was get- 
ting dangerously low. The only altern- 
ative was to lower rents, which, of 
course, depleted further the shrinking 
earnings. And this proved to be only 
one of many problems which arose to 
confront the underwriters and oper- 
ators. 

While the financing of these proper- 
ties was being worked out, it was not 
realized in advance what difficulties 
there would be in property manage- 
ment. When a loan is made to an in- 
dustrial corporation, the chief factor 
is the capacity of the management. 
While a mortgage on the factory may 
be given as specific security, to give the 
_ lender a certain degree of control, the 
purchaser of the bonds is not basing 
his loan on the bricks and mortar in 
the factory building and the land under 
it. He knows full well that an idle 
plant will not earn any interest on its 
bonds and will sell for but a fraction 
of its worth as a going concern. What 
the lender does consider is the demand 
for the product of the factory, the 
stability of such demand, and the past 
record of the management. 

But here came a new type of prop- 
erty, necessitating consideration by 
the management of problems which 
are encountered in the operation of the 
transient hotels, unfurnished apart- 
ments, and frequently stores and office 
space, all under one roof. The pro- 








moters of this type of property were, 
as a rule, entirely without experience 
in its management. It was not realized 
how difficult it would be to find in one 
person the ability to handle satisfac- 
torily all these problems. 

In valuing the property and arrang- 
ing the financing, the promoters had 
placed too much reliance on the old 
yardstick of land value and cost per 
cubic foot of the building, and not 
enough emphasis on the amount of net 
income which the property could earn. 

And so, though he couldn’t know it, 
your customer’s bond on the Oakcrest 
Apartments was headed for trouble be- 
fore he had clipped his first coupon. 
After the promoter had his investment 
wiped out by early operating losses, 
there came the contractor with his 
second mortgage bonds, which he had 
taken in full or part payment for his 
building operations. He took a turn 
at managing the property in an en- 
deavor to protect his investment, with 
equally unsatisfactory results. His 
lack of success might have been due, in 
some measure, to factors beyond his 
control: excess of space, an overbuilt 
condition, a financial depression. But 
primarily it was due to his inexperience 
and inaptitude as a manager. 

Then the underwriter took over the 
property and began to advance money 
to protect the interest on the bonds and 
the serial maturities. Some of the 
underwriters did this because they still 
had bonds to sell to the public and 
realized that they could not sell these 
bonds if some of their outstanding 


issues went into default. Others sought- 


to protect their issues by advancing 
money so that their record of years of 
service to their customers without any 
loss would not be broken. In time 
most of the underwriters spent their 
resources trying to protect their cus- 
tomers, but the losses continued, and the 
funds for protection gave out. 

All this time your customer was 
clipping the coupons on his bond, and 
they were being paid promptly. He 
knew nothing of the changes in man- 
agement of the property and was con- 
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gratulating himself on his ability to 
pick a good investment. 

In the summer of 1929, several of the 
underwriters had reached the end of 
their ability to protect their own issues. 
Some few of them then adopted a most 
disastrous course. They began to 
make up their cash shortages resulting 
from operating losses on completed 
buildings out of the proceeds of bonds 
on new projects. As these new enter- 
prises progressed, there came a time 
when there was not sufficient money 
on hand to complete these buildings, 
even though all the bonds issued 
against them had been sold to the 
public. In the repetition of this plan 
the underwriters who resorted to it 
came to be one, two, or three buildings 
behind, and finally they ran out of 
funds, either to protect their old issues 
or to complete the last buildings to be 
financed. The only thing to do then 
was to close their doors and take the 
bankruptcy route. The position of a 
holder of a bond on one of these in- 
completed buildings, the bonds of 
which had all been sold and the pro- 
ceeds diverted by the underwriter, is 
indeed a bad one. Fortunately, the 
number of such bondholders is very 
small because few underwriters adopted 
such practices. 


NOW: your customer could not have 
been expected to foresee any of these 
conditions when he purchased the Oak- 
crest bond. No one could anticipate 
them, any more than he could antici- 
pate that in 1932 railroad, utility, and 
industrial bonds would be selling for a 
small fraction of their 1927 price. 

In 1931, the Investment Bankers’ 
Association of America estimated that 
there were in default six billion dollars 
out of a total of ten billions in real 
estate bonds outstanding. Undoubt- 
edly the number now in default is con- 


siderably in excess of that figure. The- 


association divided all real estate bonds 
into five classes: 


Class 1—Loans less than 75 per cent of the 
1931 valuation in good standing, 
with good record—$2,000,000,000. 


(Continued on page 23) 
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Of he Farm Management 


By Richard Cole 


HERE has undoubtedly been a 

considerable increase in the last 

year in the number of farms 
involuntarily owned by banks, or for 
which they are responsible, and this 
farm-ownership confronts them with 
three major problems: first, the opera- 
tion of the farms as going concerns; 
second, the protection of, and, if pos- 
sible, the increase of the income from 
them; and, third, the sale of them to 
the best advantage, at the earliest 
possible moment. 

The successful solution to the last 
of these, simply enough, is likely to 
depend on the efficiency with which 
the other two are tackled. For it is 
clear that a farm that is being properly 
operated, whose income is safeguarded 
and even increased in spite of low crop 
prices, is a more inviting prospect for 
investment of capital than one that 
has been neglected and allowed to run 
down. 

Of course every banker realizes this, 
and is doing the best he can to solve 
these perplexing problems, but to the 
many who must be dissatisfied, to say 
the least, with the results they are 
getting, the experiences of a man in 
Omaha, who has quite probably gone 
a long way in solving all three of the 
problems, will be interesting. 

He has gladly helped me to show 
how his experiences may be capitalized 
by the banker in need of help, and how 
his system may be applied directly in 
the working out of the problems of the 
bank owning considerable farm land. 
Any bank that owns, or is responsible 
for, fifty or more farms, can use it and 
profit from it immensely, and there is 
much in it that can be applied by any 
farm-owner, anywhere. 

Cornelius J. Claassen, president of 
the Farmers National Company of 
Omaha, Nebraska, manages more than 
700 middle western farms. He does 
this successfully enough so that new 
farms are given him to manage at the 
rate of about 200 per year. It is to be 
conceded, therefore, that his. system 
must have some merit, and his opinion 
of considerable value in matters in- 
volving the management of tenant 
farms. 

The keynote of his system may be 
said to be the application of business- 
like management by trained and 
especially talented men, whose efforts 
are co-ordinated by a central head- 
quarters with the proper management 
and sale of farms as its only object. 


In a book which he has written, 
*““Making Farms Pay,’’* Mr. Claassen 
sounds this keynote when he says: 
“The wide difference in the returns 
between farms, even in the same 
community, tends to prove that the 
real secret of successful farming, 
whether exercised by the owner on his 
own farm or by an intermediate party 
on tenant farms, is systematic manage- 
ment—which is nothing more or less 
than a knowledge of the chemistry of 
the soil and of the handling of mate- 
rials, combined with the ability to 
apply that knowledge in a practical 
businesslike manner.” 

*“A farm,” says Mr. Claassen, “‘is a 
business institution, and it is successful 
in proportion to the businesslike 
methods used in its management.” 
There is no reason whatever why a 
bank owning a group of farms may 
not organize its own farm-manage- 
ment department, and, by recognizing 
the farm as a business institution and 
by applying business methods, increase 
its income and the salability of its 
properties. Here’s an example of what 
can be done. 

Mr. Claassen and his associates took 
over the management of a group of 
farms, scattered over five states, for 
which the rental income in 1926 was 
$20,255.14. In 1927, as the result of 
the first year under Mr. Claassen’s 
system, and under practically identical 
crop and price conditions, the income 
was $42,354.67. 

The chief factor in this really 
amazing increase in income, says Mr. 
Claassen, was one which has been too 
frequently overlooked by absentee 
owners. It was the _ psychological 
difference between management by a 
local agent—or many local agents — 
and management by a fotally disin- 
terested central organization. 


N° matter how well-meaning a local 
manager may be, he is always at a 
disadvantage in dealing with tenants, 
and it may be said, also, that the local 
agents upon whom the majority of 
banks depend for the administration 
of their farms have usually other fish 
to fry and rarely have the time, even 
where they have the knowledge, to do 
much more than draw leases and col- 
lect rent when they can get it. 
The bank which properly organizes 
its farm management department will 
escape the troubles that frequently 
*Published by The MacMillan Company. 
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occur with local agents. It will have 
one man (or as many as are necessary, 
in proportion to the number of its 
farms), who will be entirely responsible 
for the farms under his supervision, 
and who will possess the following 
qualifications: 

He shall be neither old nor young, 
and therefore free from the egotism of 
youth and the narrowmindedness of 
old age. He shall have been educated 
at a good agricultural school, or at 
least have attended many of the short 
courses that are available at such 
schools. He shall have had practical 
experience as a farmer in the territory 
where he is expected to manage farms. 
He shall understand farm-tenant 
psychology —a seventy-five cent phrase 
meaning that he should know how the 
average tenant farmer is likely to 
think on any given subject. He shall 
have the ability to make men admire 
him, to.make them understand what 
he wants, and to lead them into doing it. 


UCH men are not so rare as you 

might think. The above qualifica- 
tions represent a composite photograph 
of the requirements that Mr. Claassen 
demands from his supervisors. He 
has seven of them, and they all meas- 
ure up to the standard. And he knows 
how to train more. Don’t stint your 
farm-management department on the 
caliber of man-power. That is one 
place where false economy may cost 
you dearly. 

But when you have obtained the 
services of such a man, you have then 
to set up an organization to support 
him. You will need a girl to take care 
of the records involved, and you will 
need a specially designed set of forms 
for the keeping of those records. You 
can do a good deal worse than adopt 
those used by the Farmers National 
Company, which are illustrated here. 

First of all, there is the jacket in 
which all correspondence and papers 
relating to a particular farm are kept. 
The one illustrated here is good for 
five years. A complete record of all 
the essential operating information 
about the farm is kept on the outside 
of the jacket, so that its status is easily 
discernible at any desired time. An 
individual ledger sheet, providing for 
a cost accounting column, is also 
necessary, and a card index system for 
note and insurance expirations is 
advisable in most cases. 

In Mr. Claassen’s office the books 
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are balanced every day, just as in a 
bank, and a daily statement, giving full 
data of the business right up to the 
minute, is placed on his desk each 
morning. The taxes are checked sixty 
days prior to maturity, and one type- 
writing operation completes the form 
which goes to the county treasurer’s 
office, together with the master copy 
for the files and the form that is sent 
by the Farmers National Company to 
the owner, after the treasurer’s office 
has reported. This is a simple, time- 
saving and eflicient method, as the 
tax file automatically shows which 
cases are unclosed. 

You will also need leasing forms, 
supervisor’s check-in report forms (for 
use on his initial visit to a farm), and 
periodic crop report forms. If you 
desire to expand the activities of your 
department, offering the same service 
to individual farm-owners that you 
are rendering on your own farms, you 
will also need a form on which they 
can make application for that service. 
It should be drawn up as simply as 
possible, and state its terms as clearly 
as possible, so that the owner using it 
will understand exactly what arrange- 
ment he is making. The one used by 
Mr. Claassen’s company appears to be 
pretty nearly ideal for the purpose. 


you will need an “inside” man in your 

organization, one who thoroughly 
understands the work that must be 
done in supporting the man or men in 
the fields. Who is in complete sym- 
pathy with your purposes and has a 
never-tiring enthusiasm. It will be 
his job to see that the office work of 
your department is handled efficiently; 
to study every report and acquire a 
good knowledge of the farms handled 
by the department; to co-ordinate the 
activities of the field men properly so 
that there will be no lost motion in 
covering the territory; to attend to all 
correspondence with tenants and with 
individual owners whose farms you 
may be managing; and last, but by no 
means least, to keep everyone in the 
department enthusiastic about the 
work. 

A suggestion that has more value 
than may be apparent at first glance 
is that you acquire a map of the terri- 
tory on which your farms are located, 
hang it in your department, and mark 
the location of every farm thereon, 
by means of colored pins. You will 
find it valuable in giving you a bird’s- 
eye of your farm situation and con- 
venient in keeping track of your 
supervisor’s progress. 

The actual management of your 
farms is, of course, your supervisor’s 
job, and the multitude of details which 
must be attended to in doing the job 
right are too numerous to be even 
lightly touched upon in this article. 
Decisions as to operating details are 


always best left to the man actually 
on the spot, who is responsible for the 
progress of the farms under his super- 
vision. At the beginning, however, 
the head of your department must 
thoroughly sell the field men on the 
purposes of your organization, must 
acquaint them with the policy that is 
to be followed in dealing with the 
tenant, and must map out for them 
a systematic and efficient route for 
the making of the initial visit to the 
farms. 

Your supervisor’s first inspection 
visit is a most important factor in the 


THE BURROUGHS 


more pressing improvements. With 
soil conditions analyzed, the proper 
seed selection is arranged to fit the 
purposes for which the farm is best 
suited. It should be remembered that 


‘in the selection of seed corn, many 


bushels to the acre difference in the 
yield may depend upon the choice 
made. 

“Based on the results of such analy- 
sis, a simple, sound program of crop 
rotation is drawn up, suited to the 
requirements of the individual farm. 
A correct tillage and cropping program 
—vital in securing the best results —is 
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The detail on the jacket giving the status of each farm under management 


ultimate success of your undertaking. 
It must accomplish two things. First, 
the tenant must be sold on the idea 
that you are going to help him get 
better results from his labors —and 
this is sometimes a job that calls for 
considerable diplomacy. Second, the 
condition of the farm must be thor- 
oughly analyzed. A plat of the farm 
must be made, showing each field in 
detail, that the supervisor may get a 
clear picture of them in his mind before 
making his decisions as to what may 
be done to improve their condition. 
The soil must be tested, the improve- 
ments inspected and appraised, and 
the tenant’s capabilities and equip- 
ment listed and commented upon by 
the supervisor. 

“The immediate tasks,” says Mr. 
Claassen, “are to discover the exact 
condition of the farm in every detail; 
to gain the confidence of the tenant; 
to see that the right seeding and tilling 
methods are used; to attend to soil 
erosion troubles, and to recommend the 


outlined. The improvements must 
have attention, too, and it is sur- 
prising what results may be attained 
by the use of a little paint now and 
then, a new hog house or chicken 
house, a better fence to replace the 
slovenly old one. Such things are of 
considerable importance from the 
standpoint of morale alone, and a 
judiciously supervised expenditure on 
this account is a good investment.” 
Your supervisor should instruct the 
tenant in the value, not only to the 
owner, but to himself, also, of keeping 
the property in good shape. It will 
be a part of his work to see that the 
tenant keeps the buildings in good 
repair; the fields squared out, the 
fences in first-class shape, and the 
weeds cut along the fence rows. A 
good supervisor can get splendid re- 
sults in this direction at very little 
expense to the owner, if he handles the 
tenant in the right way, appealing to 
his pride, self-respect and comfort. 
After your supervisor has completed 
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his initial inspections of all 
your farms, it will be time 
for him to begin his regular 
supervision visits. These 
should be made unannounced, 
at irregular intervals, and as 
often as the supervisor, with 


severen de) 
Receneendatess o* 
Gao ® 


CAPITAL $40,000.00 
FARMERS NATIONAL COMPANY 
Agricultural Service 
OMAHA 


DISTRICT OFFICES: 


4 WELL MANAGED FARM IS A HALF SOLD FARM 


APPLICATION 


or 
Agricultural Service 


i. 
FARMERS NATIONAL COMPANY, 
Omana, NeprasKa. 


__ Ivis my desire to place my farm, as described below, in your hands for management, to receive your complete 
Agricultural Service. 


1 enclose my check for $25.00 with the understanding that, if my application is accepted, this amount will 


be credited on my ope for the first year of management. It is further understood that, in accepting my appli- 
- cation, you assume full responsibility for the care of my farm, and will attend to all matters pertaining to its wel- 
his complete knowledge of fare, as set forth in Sections 6, 7 and 8. 


each farm, thinks necessary. 
While six to ten visits a year 
usually achieve thoroughly 
satisfactory results, one of 


In the event you do not accept my land for management, you will at once return my check. 


1. DESCRIPTION: My farm contains. _acres, and is described as follows: 











Section _. 




















—, Township___, Range. ee ee 
Mr. Claassen’s larger farms County ot cniniaiatininas vagal a mis 
one year required thirty- + Se she oon 
two visits to attain the de- > re Ge eamecae 
sired ob j ectives. With effi- 4 VALUATION: Approximate value—Buildings, $__——___ Total Property, % — 


cient and consistent super- 
vision by a man who knows 
his business, it will not be 
long before the morale of 
the tenants under the control 
of your farm management 
department will show a notice- 
able improvement — and this 
will have a considerable in- 
fluence on income. 








w 


. INCOME: The last few years, about $. niet 1ncng CONS 
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6. RENTAL AND LAND VALUATION: You are to have complete and undivided charge of the Property; 
supervise the tenant's farming operations; secure a new tenant if and when it becomes necessary; collect and 
remit all rentals; make an appraisal of the property and render periodic crop and land valuation reports. 


aw) 


. TAXES—INSURANCE: You are to look after the taxes; and Insurance, as instruct, if there are insurable 
buildings. 


. REPAIRS—IMPROVEMENTS: Unless otherwise authorized in writing you will limit any crop and soil 
building improvements to $50 yearly and any economical building and fence repairing to $50 yearly. 


9. COST: For this service I agree to pay ten percent of the rentals, yearly minimum $100.* 


ry 


. TERMINATION: 1 will give you 60 days’ written notice in case of withdrawal. 


Western wheat farms, yearly minimum $ 76.00. a oa 
$250 live stock leases, “ “40.00. ames 


(PLEASE SIGN HERE) 












Careful attention must be 
given to the making of leases, 


(Form 4) 
The application blank for farm management services 
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for it is important that the 
association between the bank 
and its tenant starts off on 
the right foot, and the lease 
is the “document of rights” 
that is the basis of such an 
association. A good farm 
lease is one which provides, 
for the landlord, a return 
on his investment and the 
maintenance of his property 
in good condition; for the 
tenant, an opportunity to put 
his labor and knowledge to 
good advantage so that they 
will return him a_ proper 
living. 

Strictly-cash leases should 
be avoided. They often, 
especially in these times, 
present difficulties in collec- 
tions, and do not make for 
proper cropping of the farm. 
Live stock share leases, while 
capable of being most profit- 
able to both landlord and 
tenant, should be entered 
into with great care and the 

(Continued on page 24) 
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© International 

The first session of the 
Lausanne (Switzerland) 
Conference, June24. Stand- 
ing at the extreme left may 
be seen Prime Minister 
Ramsay MacDonald of Great 
Britain as he addressed the 

Conference 
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ccomplishment at Lausanne 


LIE problem of reparations which 

for more than twelve years has 

been an element of uncertainty 
not only for Germany but for the rest 
of the world, was finally settled at 
Lausanne. Although the various cred- 
itor countries have a ‘“‘gentlemen’s 
agreement”” among themselves not to 
ratify the Lausanne agreement until a 
satisfactory arrangement has_ been 
made concerning their war debts to the 
United States, it is obvious that Ger- 
many will never be called upon to pay 
a larger sum than that fixed at 
Lausanne. 

The terms of the new agreement are 
comparatively simple. Germany is to 
deliver to the Bank for International 
Settlements as trustee 5 per cent bonds 
to the amount of 3,000,000,000 reichs- 
marks. It is contemplated that the 
bonds shall be publicly issued by the 
Bank for International Settlements but 
not within a period of three years from 
the date of signing the Lausanne Agree- 
ment. The bonds are to be issued at a 
price of not less than 90. If, however, 
after the expiry of five years from the 
signature of the agreement the Bank 
for International Settlements con- 
siders that the credit of the German 
Government has been restored, but the 
quotation of its bonds remains below 
this minimum price, the price may be 
reduced by a decision of the directors 
of the Bank. Any bonds which the 
Bank has not been able to sell after 


cBy John T. Madden 


Director, Institute of International Finance 


fifteen years shall be canceled. The 
proceeds of the bonds, as and when is- 
sued, shall be placed in a special ac- 
count, the allocation of which shall be 
settled by further agreement between 
the signatory governments, excluding 
Germany. Questions related to the 
issue of bonds are to be settled by the 
Bank for International Settlements 
and any disputes between the signa- 
tory governments, or between the 
signatory governments and the Bank, 
are to be referred to the Hague 
Tribunal. In other words, the Lausanne 
Agreement provides that Germany 
may liquidate its entire obligation with 
respect to reparations by turning over 
3,000.000,000 reichsmarks, or $714,- 
600,000, in bonds to the Bank for 
International Settlements. 

The magnitude of the concessions 
made to Germany by the former allies 
may best be gauged by comparing the 
present arrangement with the Young 
Plan. By the terms of the latter agree- 
ment Germany was obligated to make 
annual payments up to 1988 aggregat- 
ing $26,500,000,000 with a capital 
value of about $8,800,000,000. The 
annuities were divided into two parts, 
the unconditional portion amounting 
to 660,000,000 reichsmarks to be paid 
under any and all circumstances, and 
the conditional portion which was sub- 
ject to postponement of transfer (from 
reichsmarks into foreign currencies) 
and also to postponement of payment 


under certain circumstances. The fol- 
lowing table shows the schedule of 
annuities for the next ten years under 
the Young Plan. 


Young Plan Schedule of Annuities for the 
Ten Year Period 1932-1942 
(In millions of reichsmarks) 


Sere oe 1,672.1 
See 1,744.9 
oo a rere FF 
eee 1,833.5 
re 1,880.3 
eee 1,919.8 
SES ee 1,938.1 
0 EEE ree 1,983.4 
.. Sarre 2,096.1 
er 


The annuities are divided among the 
various recipient nations in the follow- 
ing manner. 


Distribution of the Average Yearly Pay- 
ments under the Young Plan (Average 
1929-1965; (In millions of 


reichsmarks) 
To 
NN oi 5 oven Wis oe hase 1,046.5 
Great Britamn............ 4080 
a ere re 213.7 
0 Ieee cee 115.5 
OS re 20.1 
2 a sre: ig. aew.w wore as ans 84.0 
re ee 7.0 
See eae 13.2 
RR eee Wore eee 13.2 
PEE. oo ure oats ees a 
Thus France was to receive the 


greater portion of the payments to be 
made by Germany under the Young 
Plan and it was only natural that the 


(Continued on page 25) 
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CLEARING HOUSE 


FTER disposing of most of the 
emergency legislation in the long 
session which ended in July, 

Congress is ready to complete the 
enactment of a general banking bill 
in the short session which convenes in 
December and ends in March. 

The stage isset for action in the Senate 
on the Glass bill which provides for 
greater control over speculative credit, a 
larger measure of safety to depositors, a 
federal liquidating corporation to take 
over closed banks, supervision of group 
banking and an extension of branch 
banking. This bill, after going through 
several revisions in committee last 
winter and being fully discussed in the 
Senate in the spring, was sidetracked 
to make way for more pressing meas- 
ures. Its passage is likely to be accom- 
plished early in the December session, 
a few days of debate being necessary 
to dispose of such moot points as 
branch banking and the fate of secu- 
rity affiliates. 

The final enactment of legislation 
will be greatly expedited if the Senate 
takes advantage of the fact that the 
House already has passed the Steagall 
bill which makes a number of amend- 
ments in banking laws besides provid- 
ing for guaranty of bank deposits. 
The process would be for the Senate to 
substitute the language of the Glass 
bill, S. 4412, for everything after the 
enacting clause of the Steagall bill, 
H. R. 11362. This would throw the 
Glass and Steagall bills into a con- 
ference between the Senate and House 
and avoid the necessity of considera- 
tion of the Glass bill by the House 
except in the form of a final conference 
report. The conferees, consisting of 
the ranking members of both parties of 
the Senate and House banking and 
currency committees, would agree upon 
a perfected draft of the legislation 
which would be substantially the Glass 
bill as passed by the Senate with pos- 
sibly a few minor provisions of the 
Steagall bill incorporated. In accept- 
ing the conference report the Senate 
and House would have no opportunity 
to make further amendments. Under 
this procedure the bill should be signed 
by President Hoover in January or 
February in ample time to avoid being 
caught in the legislative jam which will 
mark the closing days of the life of the 
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cBy Arthur Crawford 





Senator Carter Glass, Democrat, Virginia, author 

of the bill 
Seventy-second Congress 
March 4 next. 

Enactment of legislation based on 
the Glass bill will represent the cul- 
mination of two years of discussion. 
The Senate banking and currency sub- 
committee headed by Senator Carter 
Glass, Democrat, of Virginia, held 
hearings in the early months of 1931. 
The subcommittee completed a bill 
which was introduced by Senator 
Glass in the Senate in January 1932. 
The original draft aroused widespread 
opposition which led to its return to 
the subcommittee for revision. <A 
second draft appeared in March which 


prior to 
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‘ow the Banking Bill Lines Up 


was somewhat less objectionable to 
the bankers and to officials of the 
Federal Reserve System who, however, 
still regarded it as deflationary and 
unduly drastic. Again it was revised 
in subcommittee following hearings 
before the full committee in which 
bankers and Federal Reserve officials 
were heard. This time the bill was 
materially modified and the draft 
which was presented in April and 
reported to the Senate was much less 
objectionable. There remained a num- 
ber of provisions against which protests 
were made by banking interests. It 
appeared probable at the time the bill 
was debated in the Senate last spring 
that satisfactory amendments would 
be accepted dnd that a measure finally 
would be passed which would not be 
highly obnoxious and would contain 
many desirable provisions. These 
amendments had not been reached 
when the bill was sidetracked in the 
Senate but will be presented when 
debate is resumed in December. 


[¢ was not surprising that the Glass bill 
was not disposed of before Congress 
adjourned for the summer. Never has 
so much legislation of importance 
coming within the jurisdiction of the 
banking and currency committees been 
disposed of in a single session. The 
Reconstruction Finance Corporation 
was created. Additional capital was 
provided for the federal land banks. 
Relief legislation broadened the scope 
of the emergency activities of the 
Reconstruction Finance Corporation. 
The administration legislation creating 
a new system of home loan banks went 
through at the end of the session. 

The enactment of general banking 
legislation in the coming session would 
appear to be made doubly certain by 
declarations by the two political parties 
in their platforms adopted in the 
Chicago conventions. These declara- 
tions follow the lines of the Glass bill. 
The chief point: of difference is that the 
Democratic plank calls for severance 
of security affiliates from banks, which 
is to take place under the Glass bill 
after a period of three years, while the 
Republican plank calls merely for 
supervision of the affiliates. It was 
the expectation when the Glass bill 
was before the Senate that its sponsors 
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would accept an amendment con- 
tinuing the affiliates under rigid super- 
vision. Both parties avoid the ques- 
tion of branch banks in their platforms. 

The Republican banking plank, 
which presumably reflects the view- 
point of President Hoover, is as fol- 
lows: 

“The efficient functioning of our 
economic machinery depends in no 
smali measure on the aid rendered 
to trade and industry by our 
banking system. There is need 
of revising the banking laws so 
as to place our banking structure 
on a sounder basis generally for 
all concerned, and for the better 
protection of the depositing 
public there should be more 
stringent supervision and broader 
powers vested in the supervising 
authorities. We advocate such a 
revision. 

“One of the serious problems 
affecting our banking system 
has arisen from the practice of 
organizing separate corporations 
under and controlled by the 
same interests as banks, but 
participating in operations 
which the banks themselves are 
not permitted legally to under- 
take. We favor requiring re- 
ports of and subjecting to 
thorough and periodic examina- 
tion all such affiliates of member 
' banks until adequate information 
has been acquired on the basis 
of which this problem may 
definitely be solved in a per- 
manent manner.” 


T! 1E Democratic plank, framed 

by a resolutions committee 
which included both Senator 
Glass and Senator Robert J. 
Bulkley of Ohio, the two mem- 
bers of this party of the Glass 
subcommittee of the Senate 
banking and currency committee, 
lists the following as among principles 
advocated: 

“Quicker methods of realizing on 
assets for the relief of depositors of 
suspended banks and a more rigid 
supervision of national banks for the 
protection of depositors and the pre- 
vention of the use of their moneys in 
speculation to the detriment of local 
credits. 

“The severance of affiliated secu- 
rities companies and the divorce of 
the investment banking business from 
commercial banks; and further restric- 
tion of Federal Reserve banks in per- 
mitting the use of Federal Reserve 
facilities for speculative purposes.” 

Advocates of a guaranty of bank 
deposits had hoped to obtain a favor- 
able declaration in the Democratic 
platform in view of the fact that the 
Democratic house organization was 
responsible for the passage of the 


Steagall bill. Senator Glass, an oppo- 
nent of anything of that character, 
was able to keep such a declaration out 
of the party platform. This fact will 
help to insure the rejection of the 
deposit guaranty feature of the Steagall 
bill in the Senate. 

Among organizations which have 
been taking an interest in banking 
legislation is the Chamber of Com- 





© Underwood & Underwood 
Atlee Pomerene, Democrat, Ohio, named by President Hoover 
to succeed Eugene Meyer as Chairman of the Reconstruction 
Finance Corporation 


merce of the United States which has 
submitted to a referendum vote of its 
membership a report of its banking 
committee headed by Harry A. 
Wheeler of Chicago. 

The recommendations of the cham- 
ber’s committee accord in general with 
the changes which banking interests are 
seeking to have made in the Glass bill. 

On the question of security affiliates 
the chamber’s committee recommends 
as follows: 

‘““Member banks shall be permitted 
to maintain as affiliated institutions 
companies organized to transact the 
business of originating and buying and 
selling conservative investment secu- 
rities. Provisions of law should be 
adopted that will require that such 
security affiliates shall be subject to 
the examination and regulation of 
federal banking authorities, such as 
the Federal Reserve Board. 


THE BURROUGHS 


“Security affiliates of member banks 
should be denied the right to offer in 
their own names shares of stock of any 
affiliated bank or of the security 
company itself. 

*“Member banks should be permitted 
to make loans or other credit advances 
to their security affiliates only under 
careful regulation and with precise 
limitations upon the amounts of such 
loans.” 

The chamber’s committee 
opposes the guaranty of bank 
deposits and also opposes legisla- 
tion on the order of the Golds- 
borough price stabilization bill 
directing the Federal Reserve 
System to use its powers to lift 
prices and maintain them at the 
pre-depression level which was 
passed by the House last spring. 

The committee favors granting 
explicit authority to the twelve 
Federal Reserve banks to deny 
the right of discount to any 
member bank upon a finding 
that its lending operations are 
likely to endanger its solvency 
or contribute to unsound credit 
conditions. It is held to be 
undesirable to provide by statute 
for the prohibition of security 
loans in the financial centers for 
the account of others than banks 
as is provided in the Glass bill. 
It also is held to be undesirable 
to provide definitive legislation 
regarding the agencies which in 
the Reserve System should have 
responsibility for the conduct of 
the system’s open market oper- 
ations. The Glass bill creates a 
federal open market committee. 

The committee recommends 
the elimination of the Secretary 
of the Treasury as an ex-officio 
member of the Federal Reserve 
Board as provided by the Glass 
bill. Approval is given the 
creation of a federal liquidating 
corporation to handle the liquidation 
of closed banks as provided by the 
Glass bill. An increase in capitaliza- 
tion of national banks along the lines 
proposed by the Glass bill also is 
recommended. 

As to branch banking, the chamber’s 
committee favors state-wide branches 
by national banks without restrictions 
on account of state laws which is one 
of the controversial features of the 
Glass bill. The committee also pro- 
poses, as does the Glass bill, supervi- 
sion of holding companies of group 
banking systems and other restrictions 
upon their operation. 

The branch banking question has 
been one of the most difficult for mem- 
bers of Congress and was the chief 
factor which prevented prompt action 
on the Glass bill in the Senate. Several 
amendments are pending to the provi- 
sions of the bill which authorize 
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national banks with a capital of 
$500,000 or more to establish branches 
within the state, regardless of state 
laws, and also to cross state lines to a 
point not more than fifty miles from 
the seat of the parent bank upon the 
approval of the Federal Reserve Board. 

Senator Peter Norbeck of South 
Dakota, the Republican chairman of 
the banking and currency committee, 
submitted a minority report to the 
Senate favoring retention of the pres- 
ent law which permits national banks 
to maintain branches within their home 
cities and then only if state banks are 
allowed branch banking privileges 
under state laws. 


GENATOR Norbeck has offered an 

amendment striking out the branch 
banking provision of the Glass bill. If 
this is defeated the opponents of 
branch banking will fall back upon an 
amendment by Senator L. J. Dickin- 
son, Republican, of Iowa, adding to 
the state-wide branch banking section 
of the bill the clause: “If such estab- 
lishment and operation are at the time 
permitted to state banks by the law of 
the state in question.” 

Amendments by Senator A. H. 
Vandenberg, Republican, of Michigan, 
which are acceptable to the sponsors of 
the bill, are designed to guard against 
invasion of new cities by branches of 
banks of other cities, except where an 
existing unit bank is absorbed. 

The group banking provisions of the 
bill are expected to be fairly acceptable 
to the group bankers especially if the 
state-wide branch banking section re- 
mains in its present form. In an 
earlier draft of the Glass bill severe 
restrictions were imposed upon group 
banking but it was not made possible 
to convert a group system into a 
branch banking system in a state where 
state laws did not sanction branches by 
state banks. 

Holding companies of group banking 
system are reached under the Glass bill 
by a provision that the stock of a mem- 
ber bank of the Federal Reserve Sys- 
tem shall not be voted by a holding 
company at any shareholders’ meeting 
unless such a holding company is in 
the possession of a permit from the 
federal government to vote the stock. 
Conditions precedent to the issuance 
of a voting permit by the Federal 
Reserve Board are that examination of 
the holding company by federal ex- 
aminers must be permitted, that re- 
ports of financial condition shall be 
published, that a liquid reserve against 
shareholders’ liability shall be estab- 
lished and that violation of any of 
these terms shall mean revocation of 
the permit. 

The amendments framed by banking 
interests in consultation with members 
of the Senate and which have appeared 


(Continued on page 22) 
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One of the 410 offices through 
which this banking organization renders statewide corre- 
spondent service. —»—: Head offices are in the two Federal 


Reserve cities in California: Los Angeles and San Francisco 


BANK OF AMERICA 


NATIONAL TRUST & SAVINGS ASSOCIATION 
CALIFORNIA 


Bank of America National Trust & Savings Association, a National Bank, and 


Bank of America, a California State Bank, are identical in ownership and management 
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FROM A BUSY DESK 





cBy Hy. W. Sanders 


Cashier, First National Trust and Savings Bank of Santa Barbara, California 


HILIP WITHERMORE, vice- 
president of the Futurity National 

Bank, was rummaging through his 
desk and came across the draft of a 
speech on Farm Relief of a few years 
ago. The speaker urged that agricul- 
ture be placed on an equal level with 
industry. Philip says that maybe 
there was one wish that 
has come true. 


Company. The bank opened the ac- 
count as such and took a signature card 
entitling either to sign checks. As it 
happened, several weeks elapsed be- 
fore the corporation was actually 
formed, for some legal reason, and 
after it was in existence they neglected 
to pass a resolution authorizing the 

regular officers to sign 





* * * 


Counterchecks in the 
form of receipts are held 
non-taxable. To differ- 
entiate them from the 
taxable items inour bank 
we have the bookkeeper 
use a key on the post- 
ing machine that marks 
CC against each one. 
She says it means 
“Crazy Congress.” 


* * * 


The Canadian bank- 








MR. SANDERS 


and certifying to the 
same under the corpora- 
tion seal. In the mean- 
time auditors at work on 
the books asked to have 
a certificate of the bal- 
ance executed by the 
bank. The bank de- 
clined on the ground 
that the account was in 
the Ramee oF... 
and Company, really a 
copartnership. Later 
the venture failed and 
creditors sued the man 
who had financed it on 
the ground that their 








ing system is often con- 

trasted with ours, and it is pointed out 
that failures have been non-existent 
for some years. The total number 
of branch banks, however, has de- 
creased from 4,659 in 1921 to 3,899 
in May, 1932. The 760 branches closed 
represent a decline of over 20 per cent 
by number, in the banking offices: a 
shrinkage somewhat comparable to 
ours. The difference is that across the 
line they manage to eliminate redund- 
ant banking facilities without the loss 
and suffering of individual liquidations 
and the spectacular and distressing ac- 
companiments of bank closings. Surely 
we should be able to work out a liq- 
uidating corporation, supported by all 
the banks, to take over institutions 
that cannot make the grade and liqui- 
date them in an orderly way? 


* * * 


Philip Withermore says that he is 
thankful that there is no organized 
market for bank loans. He carries his 
at book value. He also remarks that 
to get a fair bid on a _ bond is as 
difficult as selling a farm. 


* * * 


Two men went into the automobile 
business. One was putting up most of 
the money and they arranged to in- 
corporate. During the legal proceed- 
ings incident to incorporation they 
carried on business as —— and 





debts had been con- 
tracted at a time when the corporation 
was legally non-existent and that he 
was liable as a partner. The bank 
was not involved, but it goes to show 
that care should be taken in opening 
accounts for corporations in the act of 
incorporation. 


* * * 


One of the effects of the depression 
is to revive that form of agriculture 
that was scornfully referred to as “‘sub- 
sistence farming.’ In all parts of the 
country there is a return to older ideas 
and methods and happy is the family 
able successfully to live from its gar- 
den, cows. hogs and chickens. Tractors 
are standing idle for lack of costly 
gasoline, while home-fed horses plough 
the fields. The farmer who fancied 
himself as a highly specialized manu- 
facturer is in the same sort of deep hole 
as other specialized manufacturers. 


* * * 


A good credit officer says that now 
is the time to be optimistic. The time 
to be pessimistic was back in 1928 and 
1929. Today values are at low levels — 
securities, commodities, wages, and 
operations of all sorts. The loans made 
today are good and we should be hope- 
ful that soundly financed and managed 
concerns can not only weather the 
storm but lay foundations of a new era 
of prosperity. 


In many of the speeches and articles 
of a year or two ago relating to unem- 
ployment it was stated that stock- 
holders continued to receive their in- 
come from reserves, while labor was 
thrown out as soon as ever hard times 
arrived. We do not hear so much about 
this sort of thing today. 


* * * 


Would the American public ever en- 
dure a financial autocracy that could 
and would crush a local boom? It does 
not sound probable, yet that is exactly 
what they will have to put up with if 
ever we are to get a banking stability 
comparable with England or Canada. 
We want to have “prosperity” which 
usually means a wild and uncontrolla- 
ble boom, but not the depression that 
always follows. If ever we get nation- 
wide branch banking it will be possible 
for a comparatively small group of 
executives to issue orders to branches 
in any territory to quit loaning —and 
they ought to issue such orders if the 
boom in that territory threatens to 
produce an unhealthy inflation. Bang 
goes the local boom. Some of us feel 
that such a financial control is desirable 
in that it would stop bank failures and 
the miseries that always follow a period 
of “‘prosperity,”’ but it does not look as 
if there was much chance of this nation 
adopting it. 


* * * 


The depression is a good deal like a 
landslide. It is no good to discuss 
methods of putting it up again. What 
we have to do is to work at clearing the 
debris away. Minor slides may occur 
from time to time, but the more comes 
down the more certain we can be that 
the mountain-side is safe once more. 
Also it is a lesson that undermining a 
mountain is dangerous. 


* * * 


Some of those conferences that take 
place in banks nowadays are like the 
one that was recently described by a 
participant as “a conference for the 
purpose of getting blood out of a 
turnip.” 


* * ok 
Along the same line, insist on a lot 


more detail than you have ever in- 
sisted upon before. Get executive 


officers’ salaries, proportionate selling 
expenses, method of taking and valu- 
ing inventory and other details. Nine 
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times out of ten a workout can be traced 
to a lack of firmness in insisting upon 
the facts of the case for fear of hurting 
someone’s feelings. If your customer 
does not want to put all his cards on 
the table he should pay his loan. 


* * * 


Many concerns carried their lease- 
hold premises as assets a year or two 
ago. Now in many cases they have 
suddenly become liabilities. Not only 
are the rentals burdensome but expen- 
sive fixtures and permanent improve- 
ments are jeopardized. 


* * * 


Thought after listening to an A. I. B. 
*“‘Debate” for national honors: that a 
good: subject for such would be the 
following: ‘Resolved, that it is im- 
possible to find a subject for debate 
that is fair to both sides.” 


* * * 


Insist on the C. P. A.’s report stating 
fully just how old the receivables are in 
your borrower’s statement. It was 


never as important as it is today to | 





know exactly where a borrower stands | 


in the matter of collections. 
who is turning his receivables fast 
enough is keeping up with the changes 
in values. Old book-debts should be 
viewed with suspicion every time. 

* * * 


The loaning officer’s motto in these 
days: “Renew and Reduce.” 


* * * 


Suppose that you have a loan se- 
cured by General Motors stock and the 
margin has become very thin. Your 
borrower can spare a regular monthly 
amount from his income. Instead of 
making him pay on the loan, one bank 
allows him to buy more General Motors 
stock and increase the collateral. Of 
course the same thing applies to other 
sound stocks and bonds that the bank 
considers undervalued. It is some- 
what of a revolution in banking ideas 
and would shock some conservatives 
who might feel that the bank was 
financing speculation, but perhaps the 
times justify it. 

* * * 


Harold Stonier, at the Los Angeles 
A. I. B. convention, told the delegates 
that during the past ten years it has 
been fairly easy to secure capital for 
new banks, but very hard to secure the 
“mental capital’ without which the 
money capital can so easily be lost. 
The next few years will see a tremend- 
ous premium placed on genuine bank- 
ing ability. The just-good-enough is 
not good enough. Development of 
genuine professional ethics and stand- 
ing is essential to the banking business 
today. 


The one | 
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MSBee Method Le 

















i sentence is that which starts out “En- 
closed find check.” But it often sentences to 
a loss the bank on which the check is drawn. 


It is definitely established that a large percent- 
age of most banks’ checking accounts is unprofit- 
able. Bank examiners are aware of this and are 
urging banks to make a more thorough analysis 
of their handling costs on checking accounts to 
determine which are non-productive. 


McBee has developed a method of analyzing 
checking accounts which is highly practical, in- 
expensive to install, easy to start and requiring 
little effort to maintain. The entire year’s record 
of each account is on one card, with work sheet 
on back. 


Whether you want to analyze all your checking 
accounts or any part— active, commercial, or 
interest-bearing — you will be interested in the 
McBee method. Ask the McBee man in your city 
to bring you the folder explaining it. 
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Now We Offer to Bankers 
Faraday-Padua Vault System 
With Grade ‘‘A”’ Listing 


WiitHe a background of many 

years’ experience in the 
field of bank hold-up protection, 
we have developed the new 
Faraday-Padua Vault Alarm 
System, recently granted Grade 
“A” Listing by the Underwriters’ 
Laboratories. 

The new features in. the 
System present some far-reach- 
ing advances in equipment of 
this type. Now, the combina- 
tion of our new Vault System 
and our well-established Padua 
Hold-Up Foot Units provides 
complete improved burglar pro- 
tection. 

Let us tell you how we can 
serve the needs of your bank. 


Padua Hold-Up Alarm Corporation 
99 Seneca Street Cohoes, N. Y. 

















DISTINCTION 


Guests at the William Penn en- 
joy the prestige of a good ad- 
dress. From coast to coast it is 
known as a hotel of distinction, 
possessing an atmosphere ap- 
preciated by experienced trav- 
elers. Yet rates are reasonable. 
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William Penn Res- 
taurants serve the 
highest quality of 
food at moderate 
prices. 
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How the Banking Bill Lines Up 


(Continued from page 19) 


likely to be adopted, included several 
relating to the subject of security 
affiliates. One eliminates the para- 
graph in section 5 which prohibits 
after three years a tieup of the stock of 
a member bank with a corporation and 
also eliminates section 16 which pro- 
hibits after three years a tieup of a 
national bank with a _ corporation. 
Another omits section 14 which would 
prohibit a national bank from under- 
writing any industrial or commercial 
securities. Another changes sections 
17 and 18 so as to permit national and 
state member banks and holding com- 
pany affiliates to have security affiliates 
that have entered into agreements 
with the Federal Reserve Board to 
conduct their business in accordance 
with regulations prescribed by the 
board. Such regulations shall be de- 
signed for the protection of the sol- 
vency and reputation of the affiliated 
member bank and shall require that 
such affiliate shall not deal in its own 
stock or the stock of its affiliated 
member bank. 

In behalf of amendments along this 
line it is urged that the long term 
capital market has been developed by 
the member banks and their security 
affiliates and that the machinery for 
providing long term funds for public 
utilities, commerce and industry should 
not be destroyed as such machinery is 
frequently useful in marketing federal, 
state and municipal bonds and federal 
farm loan bonds. Supervision of the 
affiliates and compliance with the regu- 
lations prescribed, it is contended, 
would remove any danger of unsound 
practices. 


ONE of the objections to the Glass 

bill has been that it interfered with 
charter and statutory powers of state 
banks. To meet this situation an 
amendment is proposed which elimi- 
nates section 5 subjecting state mem- 
ber banks to the restrictions imposed 
upon national banks in transacting 
business in securities. The elimination 
of this section would leave state mem- 
ber banks and trust companies as at 
present without interfering with their 
privilege of dealing in stocks where 
they have such power under present 
state laws. National banks under 
existing law do not have the power to 
deal in stocks. 

Another amendment offered by 
banking interests would reduce the 
| subscription by member banks to the 
| capital stock of the proposed federal 
liquidating corporation from one-fourth 
to one-eighth of one per cent of their 
time and demand deposits. The 





| bankers would prefer that the capital 
| stock be subscribed entirely by the 
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government but they offer a reduction 
of the amount as a compromise. 
Under the Glass bill the federal 
liquidating corporation’s initial funds 
would consist of $125,000,000 from the 
government treasury, about $68,500,- 
000 or one-fourth of the surplus of the 
Federal Reserve banks and about 
75,000,000 from the member banks. 
The corporation would have authority 
to issue debentures equal to twice the 
aggregate of these amounts which 
would mean a total revolving fund of 
about $800,000,000. 


‘THE provision creating a_ federal 

liquidating corporation forms a point 
of contact with the Steagall guaranty 
of bank deposits bill. The latter bill 
creates a corporation with a revolving 
fund which would be used for the pay- 
ment of depositors of closed banks in 
full, the fund of the Glass bill corpora- 
tion being available only for the pay- 
ment of depositors up to the value of 
assets when liquidated. The Steagall 
bill also increases the minimum capital 
of national banks and makes other 
amendments which would fit into the 
Glass bill. 

An amendment offered by banking 
interests would omit section 22 which 
includes all subsidiaries of any corpora- 
tion within a single limitation of loans 
to 10 per cent of the capital and sur- 
plus of a bank. This is designed to 
meet the situation arising from the fact 
that members of large corporate groups 
now borrow jointly and it would be a 
hardship to them to be forced to estab- 
lish new lines of credit. 

A number of amendments to meet 
objections by investment bankers have 
been offered by Senator Hamilton F. 
Kean, Republican, of New Jersey. 

Provisions of the Glass bill with re- 
spect to control over speculative credit 
have been revised in most respects to 
meet the views of the Federal Reserve 
authorities. The Federal Reserve 
Board is given greater power and may 
impose penalties upon member banks 
which make improper use of the funds 
of the system. One of the chief provi- 
sions along this line is one which 
authorizes the board to suspend from 
the use of the credit facilities of the 
system any member bank that, despite 
an official warning, increases outstand- 
ing collateral loans while obtaining 
fifteen-day advances from a Federal 
Reserve Bank on its promissory note 
secured by eligible paper or govern- 
ment bonds. 


Notation on a cheque on Bellevue, 
Alta., Branch:—‘‘To painting smoke 
stack less medical charges.’ — Royal 
Bank Magazine. 
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Real Estate Bonds in 
Review 


(Continued from page 12) 


Class 2—Loans that have had no evidence 
of trouble, but are over 75 per 
cent of the 1931 value of security, 
and appear to be able to work out 
without foreclosure or loss—$2,- 
000,000,000. 


Class 3—Loans generally in excess of 75 
per cent of 1931 value of securit 
where foreclosure or workout wit 
small loss is probable. (Losses 10 
per cent to 25 per cent) $2,500,- 
000,000. 


Class 4—Loans which, when originally 
made, were 80 per cent to 100 per 
cent of the value of the property. 
Such loans in 1931 were 125 per 
cent to 150 per cent items, with 
losses from 25 per cent to 60 per 
cent when foreclosure and sale are 
completed—$3,000,000,000. 





Class 5—In this group are the gross errors 
of judgment, incompleted, ill-con- 
ceived, and misplaced buildings, 
including many leasehold and 
second mortgage bond issues. Loss 
in this class will run from 60 per 
cent to 100 per cent, and items 
should often be entirely aban- 
doned—$500,000,000. 


Total— $10,000,000,000. 





These figures include, of course, real 
estate bonds of all kinds, not merely 
those on apartment properties, such as 
the Oakcrest. And many causes have 
combined with those mentioned here 
to bring about the present condition. 
Chief of these is the general economic 
situation, with reduced salaries and 
wages, and general unemployment. 
Tenants of all classes of buildings, resi- 
dential, commercial, and industrial 
have been unable to pay the rentals 
upon which the preliminary estimates 
of earning power were predicated. 
Income, consequently, has been dras- 
tically reduced, with the result that 
even those properties on which there 
had been estimates regarded as fairly 
conservative have been found to be 
unable to meet their obligations. 

Then, too, local taxes have been in- 
creasing at an unprecedented rate, 
cutting into the margin of safety and 
contributing to early defaults. Few 
owners have been in a position in the 
last few years to set up adequate tax 
reserves, and it has been necessary to 
forego interest payments to keep the 
property from going to tax sale. 

Thus have real estate mortgage 
bonds fallen in a few years from a posi- 
tion next to government bonds as the 
safest and most satisfactory form of 
investment to one of almost complete 
disrepute. This is not because real 
estate financing by bonds is neces- 
sarily wrong, but because certain un- 
sound practices have crept into an 
otherwise fundamentally sound plan, 
and, coupled with external causes, 
have brought about much the same 
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Check Paper 
an ASSET ora 
LIABILITY ? 


The adoption of a really safe check paper by 
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your bank is another important item in your 
column of assets. Gilbert Safety Bond, with its 
concealed protective features will be an asset to 
your bank. A ‘‘hidden’’ asset, so to speak. 

An attempt at alteration by erasure or ink 
eradicator causes this ‘‘hidden’’ asset to imme- 
diately become active through the discoloration 
of the paper. The most delicate erasure removes 
the surface tint color, and any chemical eradi- 
cator produces a brown stain, in event an alkali 
is used, and a blue stain when acid is used. 

Write for our booklet, ‘‘A Story of a Raised 
Check.”’ It is a true account of the successful frus- 
tration of an attempt to raise a check printed upon 


Gilbert Safety Bond, ‘‘The Safest of Safety Papers.”’ 





GILBERT PAPER COMPANY, Menasha, Wisconsin 
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conditions which obtain in other fashioned real estate mortgage. They tent management will be developed. vali 
classes of bonds. will realize that the safety of loans on _ Investors will be able to buy real estate cat: 
Real estate mortgages, properly such projects lies to a great extent in securities intelligently, basing their L 
made, have always been a prime in- the skill of management of the business _ selection on a fair appraisal and cap- foll 
vestment. The public has always had _ for which the buildings were erected. able management, as well as on a and 
confidence in them. Will that confi- They will recognize that real estate favorable balance sheet. pec 
dence be lost forever because such securities are no more fool-proof than ———— the 
loans are experiencing difficulty at a the bonds of a street railway system, a Next month Mr. Pullen will describe res| 
time when every security and every railroad company, or a great manu-_ the work of bondholders’ protective com- exe 
business is suffering? Probably not. facturing corporation. mittees engaged in working out real shij 
But real estate loans in the future must Conditions in real estate financing estate issues. —The Editor. fac’ 
be made and sold on a different basis. have changed, and the types of secur- y. 
Investors will not be misled into be- _ ities will change with them. Appraisals der 
lieving that real estate bonds have all will be dependable, and the ratio of The Farm Management on. 
the elements of safety of the old- loans to values will be fixed. Compe- ‘ 
’ Department = 
> 
—— (Continued from page 15) per 
exercise of keen judgment. For all cus 
purposes the crop-share lease is the iol 
most practical and, on the average, lea 
the most profitable arrangement for duc 
the bank landlord to make with its = 
tenants. otk 
The successful operation of the bank abe 
farm-management department will WI! 
depend on three things: first, the far 
character and ability of the men who abl 
actually work the farms—indicating fr 
| that the work of the supervisor in 
| choosing tenants is most important; 
| second, the extent of the knowledge 
| which the tenant has or which can be 
imparted to him in a practical way; 
and, third, the thoroughness with Fr 
which the supervisor takes advantage to 
of his character and ability, and sees an: 
that the knowledge imparted is put ref 
into practice. col 
But the success will not be quite an 
complete until the department finds a Ur 
| market for its farms and disposes of de 
| them at a reasonable figure. In this Fr 
PIECES OF PAPER HANDLED | tn ere ae 
| tion of your farm department will open an 
OVER AND OVER AGAIN up a new market. Ur 
, we 
Checks are money and are handled like money. The paper you select for your bank OU will find that the average tic 
checks must have stamina, strength and durability. tenant on your farms is anxious to tic 
Hammermill Safety Paper has all these qualities as well as fine appearance, writ- forge ahead—to make money —to ar 
Rat soli ape a <segatbangetcns - own a farm eventually —and the farm 
ing surface and two safety features, the highly sensitized surface design and the ; - : : 
inland He : a : em he is working successfully is the logical Ge 
water mark in the body of the paper itself. Hammermill makes only one grade of : , 
a ey Ne sage te , farm for him to buy. If you succeed in Le 
watermarked safety paper, the best that it can produce, made from raw material - . 
cea lee ‘ ye showing a tenant how to acquire a tr: 
to finished product in one mill under the control of the finest laboratory in the ; ‘ . 
eutnair eden buying capacity through the produc- th 
OE Ratan Ae : ee ee ae . tive returns of the farm, you will find su 
Checks constitute the largest item of bank stationery. The selection of the right ‘ 
iia, olla a8 é or : erat that many of your farms will auto- an 
check paper is important. We are ready to cooperate with any bank official inter- : 
career yy - ip II ge: + Digg Tipe st Sit: matically be purchased by the tenants be 
ested in obtaining facts that will assist him in selecting check paper. We have pre- ; 
ane ity tee ie ee ales eee a “ Ag ‘. working them. That, at least, has be 
pared a “test tube” of samples of Hammermill Safety Paper, containing full size ; : 
ie Perea er ae apy ii a rE been Mr. Claassen’s experience, and he ra 
sheets to be used for testing, and suggestions for making your own practical tests. This 
Be RR Ye Riad ; ‘ , has sold $1,135,749.50 worth of farm- th 
test tube of Hammermill Safety” will be sent without charge to any bank official. : Saree 
; ing properties in the last three years, fir 
HAMMERMILL PAPER COMPANY, ERIE, PENNSYLVANIA of which $691,679.50 was paid in cash. th 
a You can do much to aid the sale of lig 
your farms, however, if you will print m 
accurate and complete descriptions of ca 
them in a catalogue, and solicit inquiries ti 
for this catalogue through the classified pI 
advertising sections of suitable news- 
papers and magazines. Your super- Y 
visor should go about his work armed ti 
with a good camera, and take pictures ne 
of his farms whenever an opportunity fa 
arises. Some of these that have selling m 


In writing to advertisers please mention The Burroughs Clearing House 








~~ | MI we 








CLEARING HOUSE 


value should be reproduced in your 
catalogue. 

Inquiries for the catalogue should be 
followed up very thoroughly by mail, 
and in person, where possible. Pros- 
pective purchasers should be taken to 
the farm by the supervisor or some 
responsible person, and, with the 
exercise of common sense salesman- 
ship, a profitable proportion of satis- 
factory sales should result. 

After you have been operating your 
department for a year —and from then 
on—you will find the complete black- 
and-white records of your farms a 
great advantage in making sales. And 
perhaps the ability to show prospective 
customers accurate data on the produc- 
tion of a farm, is the most worthwhile 
feature of operating a properly con- 
ducted farm management department 
in the bank. Farm buyers, like any 


fact Germany has paid up to the pres- 
ent time approximately 35,000,000,000 
reichsmarks, or $8,337,000,000, accord- 
ing to independent estimates of 
American economists. 

The settlement at Lausanne had a 
favorable effect not only on German 
dollar bonds outstanding in the United 
States but on practically all foreign 
bonds. Although the material reduc- 
tion in the amount of reparations to be 
paid by Germany greatly increases the 
chances of Germany being able to pay 
principal and interest on the obliga- 
tions outstanding abroad, it would be 
premature to state that the settlement 
of the reparations question has elimi- 
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nated all possibility of defaults on 
German bonds. The merits of German 
bonds at the present time depend to a 
large extent upon the internal political 
situation and upon the foreign ex- 
change situation. 

The assumption of dictatorial power 
in Prussia by Von Papen, the Chancel- 
lor of the Reich, indicates clearly the 
difficult internal political situation in 
Germany. As far as holders of German 
bonds are concerned, a stable govern- 
ment would greatly strengthen their 
bonds and, to judge from the attitude 
of the present government, a military 
dictatorship is not impossible. 

While the internal political situation 





other buyers, like to know the facts | 


about their prospective 


purchases. | 


When you have managed your own | 


farms properly for a year—you’ll be 
able to show them, even when they’re 
“from Missouri.” 


Accomplishment at 
Lausanne 


(Continued from page 16) 


French should be reluctant to consent 
to a drastic reduction. If one further 


analyzes the figures with particular | 


reference to war debts, it is seen that a 
considerable portion of the Young 
annuity is ultimately paid to the 
United States on account of war 
debts. In some cases, as for example 
France and Jugoslavia, the receipts 
from reparations are larger than the 
amounts of war debts to be paid to the 
United States. It is therefore no 
wonder that the states receiving repara- 
tions were willing to consent to a reduc- 
tion in reparations only if war debts 
are reduced proportionately. 

The $714,600,000 in bonds which 
Germany is to deliver under the 
Lausanne Agreement is in marked con- 
trast with the huge amounts fixed in 
the Young Plan. Furthermore, this 
sum represents simply the capital 
amount of bonds which may not even 
be issued, rather than an amount to 
be paid in the form of annuities. Repa- 
rations, for all practical purposes, is a 
thing of the past. At Lausanne, for the 
first time in the history of reparations, 
the problem was viewed in the cold 
light of economic actuality. After 





many years the statesmen of Europe | 
came to the realization that repara- | 


tions must be based on Germany’s 
present capacity to pay. 

However, the breakdown of the 
Young Plan and the virtual cancella- 
tion of reparations at Lausanne does 
not mean that the former allies have 
failed to obtain payment from Ger- 
many for war damages. Asa matter of 
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The cruelties of kidnaping have lately been made a 
part of the technique of the modern bank holdup. 
Bank officials are now held up on the highways or their 
families held up in their homes and the victims forced 
to accompany bandits and provide access to the bank. 


A. D.T. has provided a simple and most effective 
safeguard in such circumstances. Every bank officer 
owes it to himself and his family, as well as to the 
stockholders and customers, to investigate the A.D.T. 


systems of protection. 


Literature sent on request—or one of our representa- 
tives will be glad to call and demonstrate the system. 
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IN COUNTLESS WAYS 


SHE CREATES YOUR COMFORT 
®@ 


We wonder, reader, if in your traveling about, you have ever been aware 
of how much the lesser employees of a hotel contribute to the total of your 
comfort? 

You have undoubtedly seen a Statler maid* moving down the hall with 
; her supply cart, tapping gently on some 
~ TI doors, moving softly away from those 

behind which guests still sleep. Perhaps 

2 you have actually watched one at her 
work. If you have, you have surely 
thought, “I should like to have as deft a 
servant in my house.” 

For these Statler maids are deft... 
and for a reason. They’re taught! They 
have a routine to follow that eliminates 
all waste motion and insures every job 
being done. It puts order in their work of 
picking up papers, making beds, running 
the vacuum cleaner, dusting, and replac- 
ing soiled towels and used soap. 

Let’s look in a room. Here is one where 
the maid is about to make the bed. See, 
she turns the inner-spring hair mattress, 
adjusts it on the deep box springs, 
smooths out the mattress protector, 
spreads the quilted pad. Then she puts 
on the sheets— snowy, white sheets 
that smell so clean and fresh. Then the 
soft blankets. She fluffs the down pil- 
lows and covers the immaculate inner 
slips with outer cases and lays them in 
their place. Now she takes the spread 
and covers all, tucks all in, gives the bed 
a final pat or two, and steps back to sur- 
vey her work. 

She’s proud of that bed. She knows 
how good a bed it is and how pleasant 
it’s going to feel because she’s made it 
well. She takes such prideful interest in 
all her humble tasks. Her bathrooms 
must sparkle, her mirrors shine. For 
she’s an inborn housekeeper and realizes 
that it’s her job to make you enthusiastic 
over the cleanliness and comfort of your 
Statler room. 























*73% of Statler stockholders are employees. 
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HOTELS STATLER 


where ‘*The guest is always right’’ 
BOoOstTtON BUFFALO 
CLEVELAND DETROIT $T. LOUIS 


7, NEW YORK, Aofe/ Pennsylvania 
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can to a considerable extent be solved 
by the Germans themselves, the trans- 
fer problem is one over which the 
Germans have little control. It will 
depend to a large extent upon business 
conditions throughout the world and 
on the attitude of the various countries 
on matters of tariffs and currency re- 
strictions. A strong stable government 
in Germany, however, would result in 
an increased confidence in the mark 
and a return flow of a substantial 
amount of German capital which was 
transferred abroad during 1931-1932. 

The Lausanne Conference has re- 
moved one of the great obstacles to- 
ward a return of more normal condi- 
tions in the international money and 
capital markets. Further progress 
would be facilitated in no small 
measure by a better understanding 
among the various nations on such 


problems as tariffs, currencies and war 
debts. 


The Influence of the 


Check Tax on Metered 
Service 


(Continued from page 9) 


prepares the customers’ minds for a 
charge by making them realize that 
it is really worth money to them to pay 
by check. 

So it seems obvious that the service 
charge, metered by number of items, 
will be materially extended by the 
existence of the check tax. And since 
this will unquestionably increase bank 
profits, it is fair to point out that even 
though the job of keeping track of the 
items, collecting the tax, and remitting 
it to the government is a nuisance 
to the banks, the whole thing —like so 
many conditions which at the time 
seem nothing but adversity —will in 
the long run be a distinct advantage 
to American banking. 


Prime Signatures 
—For a Dime 


ANKS—most of them, anyhow — 

will sell their drafts and cashier’s 
checks to any stranger who planks 
down the cash for them. Such a buyer 
of a cashier’s check in Minneapolis the 
other day made such use of it as to 
relegate to the kindergarten those 
hard-working forgers who have ex- 


| pended so much diligence in obtaining 
| signatures of mere depositors —filching 


letters from apartment mail recep- 
tacles, retrieving partly filled-in checks 
or deposit slips discarded by cus- 
tomers in bank lobbies, braving the 
statement counter for the other fellow’s 


| statement. 


The story properly begins with the 


| appearance in a department store of a 


cool, calm-eyed, untalkative man with 
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ved a companion whom the obliging sales- 
ns- woman in the women’s coats section 
the took to be his wife or his sister. 
vill When Mabel had about decided on 
ess a garment priced at $265, the man 
and suggested that it wasn’t good enough. 
ries Suppose they looked at something 
re- better. Mabel found just what she 
ent | wanted for $350. 
































t in Was it a charge? No, said the man, 

ark he’d pay for it then. They’d take the = ae 
tial | coat right with them. He produced a, ee ee IRVING TRUST COMPANY |, BALTIMORE TRUST COMPANY 
was | what the astute saleswoman recognized 




















Your bank, too, can enjoy the 
same skill and experience in 
re vault manufacture and construc- 
tion that have made the name of 
YORK preeminent throughout 
the world. We will gladly confer 


with you regarding the size and 





























nall | banded fountain pen, too. 
YORK 
who had just received notice of a 10 
or a | at the delay. 
the | he had been working the cashier’s- 
ance | pattern of check, color and number, not YORK SAFE AND LOCK CO. 


ling The two customers took the coat, 
VAULTS 
1e per cent cut in her salary. When the 
that “‘Two to twenty,” said the judge to 
since | check racket for months. Why fool 
ke so | to mention money back when wanted? 


such | handsomely packaged, and the $150 

dd check was referred to her, she tele- TARE OF MARRATIAN = & 

ypay | the calm-eyed man pleading guilty to 

bank | round trying to get a prime signature, ee type of vault your bank requires. 

time One can often get a fair imitation of @® YORK, PENNSYLVANIA @ 


32. at once was a cashier’s check drawn to BANKS LIKE THE cya 
re- his order by a local bank. He had 
war | in change, and went away. 
phoned the bank. The man and —_—_—— 
making and passing a forged check. 
even | when any one can buy a cashier’s BANK Chicage es oe 
ill in | a check form printed right in the town 


to- | already given her his name. The 
ndi- | amount was $500. While the fas- ' 
and | cinated saleswoman looked on, he 
ress | endorsed the check. With a gold- ek 
At the next place, however, they ran 

into a thin-lipped department manager 

Mabel were arrested while trying to 

leave. They had become suspicious 
rvice With that pride which artists take 
ems, in their line, the forger admitted that 
f the | check for a ten-cent fee, thereby getting 
tting | oneor two choice autographs,as well as 
ntage | of operation, but if time is no object, 
the specimen may be sent to a larger 








MANUFACTURERS AND BUILDERS OF THE WORLD'S GREATEST VAULTS 













papas NEW YORK ST. LOUIS CLEVELAND HONOLULU 
center where expert duplication can be BALTIMORE SAN FRANCISCO WASHINGTON PARIS 

. BOSTON NEW HAVEN LOS ANGELES ’ HAVANA 
assured. As the bogus paper is to be PHILADELPHIA HOUSTON PITTSBURGH TOKYO 
presented elsewhere than in the bank ears beabinines nanan snasranat 










itself, such factors as_ perforation, 
typing if any, and the like may not be 
ow — | SO important. 

hier’s “No,” said the forger, “I never 
lanks | Came across a bank that refused to give for $1,100 and one to Eric Larson for 
buver | Me a cashier’s check on request, in $400, as requested. The payees 
is the | exchange for my currency and a small promptly deposited them in their 
as to | fee. I’ve never been asked my iden- respective banks. 





So oo eo 
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those | tity, and never heard of a bank that “It wasn’t long before other officers 
e ex- | limited such issue to its own depositors of the firm protested. They demanded 
aining | OF to other known applicants.” the $1,500 back. They contended that 
Iching Speaking of cashier’s checks, here’s _ the firm’s stamp was an endorsement 
recep- another experience. for deposit only and not for disburse- 
-hecks **A firm depositing with us drew its ment, that payment by us from the 


cus- | Check for $1,500 payable to itself, and firm’s account could be made only on 
g the | had it certified. Later one of its the signatures of a certain two officers, 
llow’s | Officers came in, presented the certified as stipulated in opening the account % 
check bearing the firm’s customary and as observed in the making of all IGHT DEPOSITORY 


; <i T 
th the | Stamped endorsement and asked for checks against it. Their stamp was hes, TRE ANE WApaANstECrION ct] 


S SOUTH I8TH. STREET 
-e of a | two cashier’s checks in exchange for it. simply a convenience, they argued, a a ee 


1 with | They were issued, one to Fred Farnum for both them and the bank, and | BCH93 











In writing to advertisers please mention The Burroughs Clearing House 








Twenty-eight 




















—— 


World’s Tallest Hotel— 46 Stories High 


CHICAGO’S 


Favorite Hotel 


The cheery, friendly atmos- 
phere, perfect service and 
spirit of real hospitality at 
the Morrison have made it 
Chicago’s leading hotel. 


All downtown is at your door 
because of its central location 
in the “Heart of the Loop.”’ It 
is the nearest hotel in the city 
to stores, offices, theatres and 
railroad stations. 


Guest rooms in the Morrison 
Hotel are luxuriously fur- 
nished yet reasonably priced. 
All rooms have outside expo- 
sure with bath, circulating 
ice water, bed-head reading 
lamp and Servidor. There 
are automatic garage facil- 
ities available for the con- 
venience of guests with cars. 
Be sure to stop at the Morri- 
son. You will agree it is a 
great hotel in a great city. 


SPECIAL FLOOR 
RESERVED FOR LADIES 


2,500 ROOMS — $3.00 UP 
LEONARD HICKS 


Managing Director 


MORRISON 
HOTEL 


Madison and Clark Streets 


CHICAGO 


























nowhere outside the bank would it 
have any meaning or value at all. It 
was by no means a general endorse- 
ment, authorizing payment. The check 
we certified had been signed by the two 
officers in the usual way. 


THE BURROUGHS 


‘‘What makes the imbroglio so sad, 
for us, is that the firm is reputed to be 
in embarrassed, if not shaky, condition, 
so that the outlook for amicable adjust- 
ment to protect the bank from loss is 
not cheering.”’ — Thomas J. Malone 


(?anadian Notes and Comment 


By G. A. G. 


HE trade acceptance system as 
practiced in Canada has been 


placed in the same category as 
taxes by some Canadian bankers. 
First, because the system seems to have 
been always with us. Second, because 
it serves a very useful function in busi- 
ness in the extension of credit and, 


| third, it is somewhat of a nuisance. 


One feature of the Canadian system is 
that banks will discount unaccepted 
trade paper for responsible customers 


| and in this class manufacturers’ and 


wholesalers’ drafts on customers’ cover- 
ing shipments of merchandise bulk 
largely. The practice of discounting 


| drafts without waiting for acceptance 
| may appear dangerous but the privi- 


lege is not extended haphazardly and 


| the advantage of this over requiring 


the bill to be accepted before discount- 


_ ing is two-fold; much routine work and 


costs in connection with returning and 
re-forwarding accepted bills is avoided 
and credit may be obtained by the dis- 


| counting customer immediately the 


| goods are 


shipped and the draft 
hypothecated to the bank. In some 
cases, however, the bank will forward 
the draft for acceptance and return and 
will not discount until the bill has been 
formally accepted. Another feature of 
the Canadian system is its extensive 
use by all classes of business. The little 
rural store is just as familiar with the 
system as the big industrial corpora- 
tion in the city. The old adage 
“familiarity breeds contempt,” how- 
ever, could be applied to the trade 
acceptance system in Canada. It has 
been generally used for so long a period 
that every known abuse has been ex- 
perimented with by both drawer and 
drawee and the banks profiting by the 
experience have taken the necessary 
steps to make the system as bomb- 
proof as possible. The basic principle 
of the Canadian plan is that the dis- 


| counting customer must be good so 


that in case of dishonor the bill can be 


| charged back to his account imme- 


| diately. 


While individual cases re- 
quire individual treatment, roughly 
the system works out as follows: The 


| J. Manufacturing Company arranges a 


line of credit with its local bank. This 
may include a short term own name 


| loan against certain securities and the 


In writing to advertisers please mention The Burroughs Clearing House 


privilege of discounting unaccepted 
trade-paper covering goods shipped to 
out of town customers up to a certain 
amount on rates agreed upon. These 
drafts may be sight or thirty days ac- 
cording to arrangement and are hy- 
pothecated to the bank. The paper 
first of all is carefully scrutinized by the 
manager, reports are obtained from 
branches, where the customers are 
located, on the financial responsibility 
of the drawees and whether they are 
prompt or slow in meeting their paper. 
The bills are forwarded to branches 
and correspondent banks for collection 
where a presentation is made by the 
bank. If they are accepted, they are 
usually held until maturity unless 
instructed otherwise by the forwarding 
bank and credited if paid. If for any 
reason they are dishonored, they must 
be returned with reason endorsed 
within three days unless special per- 
mission for an extension of time is 
given by the forwarding bank. The 
system works smoothly where drawer 
and drawee are financially responsible 
but the abuses are many and banks 
must be on their guard. Some firms, 
for instance, may attempt to discount 
drafts before the goods are shipped to 
customers, others will draw drafts on 
customers knowing that they do not 
accept drafts and always pay by check. 
Others will rush bills into the bank 
without confirming the account with 
drawee and delays in forwarding in- 
voices will clog the machinery. Hard- 
pressed drawees will also devise many 
schemes to delay acceptance and pay- 
ment. Bankers on both sides of the 
line are familiar with their excuses. 
Every possible reason from “‘Drawee 
ill’? to “‘Returning empties” has ap- 
peared some time or another on the 
back of dishonored trade paper. 

This is the nuisance part of the sys- 
tem but the Canadian banks see to it 
that they are reimbursed for any delay 
in payment and interest and return 
service fees are charged to the dis- 
counting customer. This is usually an 
effective check and well managed com- 
panies will not take the chance of in- 
curring extra costs and will check up 
their customers to make reasonably 
sure that their drafts will be honored 
by the drawee before discounting at 
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the bank. It is, however, agreed pretty 
generally among Canadian managers 
that the collection rates are at present 
too low for the work involved. 


* * * 


Here’s one for the bankers’ “‘Believe 
It or Not” column. Canada’s brief- 
case bank bandit, whose specialty was 
auditing Canadian banks with a gun 
just after the closing hour, was not only 
considered a valuable depositing cus- 
tomer at several banks but it is held 
that he deposited his ill-gotten funds 
in the same bank that he robbed, but 
at a different branch. The bandit is 
now in the toils and the courts will de- 
cide the ownership of funds to his 
credit in a Toronto branch which are 
claimed by two of the banks which he 
robbed at the point of the gun. 


The shadow of the jail now looms up 
for “N.S. F.” check writers in Canada. 
Under a new amendment to the 
criminal code, “‘dud”’ check writers are 
liable to a jail term on conviction. 
Police officials throughout Canada 
have been advised of the text of the 
new amendment which reads as follows: 

“In any prosecution under this sec- 
tion (dealing with checks without 
funds) if it be shown that anything 
capable of being stolen was obtained 
by the accused by means of a check 
which, when presented for payment 
within a reasonable time, was dis- 
honored on the grounds that there were 
no funds or insufficient funds on de- 
posit in the bank to the credit of the 
accused, it shall be presumed that such 
a thing was obtained with fraudulent 
intent by a false pretense, unless it be 
established to the satisfaction of the 
court that when the accused issued 
such a check he had reasonable grounds 
for believing that it would be honored 
if presented for payment within reason- 
able time after it was issued.” 


* * * 


Once again a Canadian bank is in 
the van of a gold rush. This time it is 
in the Pascalis area in northwestern 
Quebec where the Canadian Bank of 
Commerce has established a branch. 
The district is twenty-one miles from 
a transcontinental rail line and a town- 
site has already been laid out. “Gold 
towns” are the brightest spots in the 
Dominion these days. Nearly every 
important gold mine has stepped up 
its production and the industry is em- 
ploying more workers than ever before. 


* * * 


There is an old story about the 
manager who felt a draft and asked 
the accountant to see that the window 
was closed. The accountant told the 
teller about it and the teller told the 
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Burroughs 


Standard 


Lypewriter 


CareEFUL buyers of typewriters are quick to 





note the scientific design and the quiet, smooth 
operation of Burroughs Standard Typewriter. They 
recognize that this latest Burroughs product, like 
every other Burroughs, is precision-built with the 
highest quality of materials and workmanship. 
They appreciate the security of having a type- 
writer backed by Burroughs service. Before you 
invest in a new typewriter see this new Burroughs. 


Call the local office for a complete demonstration. 


BURROUGHS ADDING MACHINE COMPANY 
DETROIT, MICHIGAN 


OUTSTANDING FEATURES 


1. Quiet and smooth in operation. 4. Unusually attractive appearance. 


2. Burroughs quality in construc- 5. Every operating feature located 
tion, materials and workmanship. in the most accessible position. 


3. Light touch and fast action. 6. Backed by Burroughs service. 
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BURROUGHS 


CORRECT- 
POSTURE 


HAI 








Adds to the returns on your present invest- 
ment in office equipment by increasing pro- 
duction while reducing fatigue and errors. 
Its scientific design assures correct posture 
with the upper part of the body free for 
efficient work. The ball bearing swivel re- 
places twisting of operator’s back. The chair 
fits any individual, being easily adjusted with- 
out tools. Formore details call our local office. 
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ledger-keeper and the ledger-keeper 
passed on the request to the junior who 
was just telephoning the janitor about 
it when the window blew shut. This 
yarn has a counterpart in the expe- 
rience of the Horton, Kansas, resident 
who dropped a few lines to King 
George V on December 15 last and 
told him of some of his land troubles in 
Saskatchewan. It seems that the 
Kansas resident had some farm hold- 
ings in Saskatchewan which had been 
sold for taxes. The money sent to pay 
the tax arrears had arrived too late 
and had been returned to him. The 
Kansas farmer apparently thought 
there was something rotten in the 


‘ King’s Dominion for he sat down and 


poured out a tale of trial and trouble to 
His Majesty. The record shows that 
the letter was delivered at Bucking- 
ham Palace on January 1. It is not 
known whether King George read the 
letter or not; at any rate it was 
answered promptly by his secretary. 
The secretary wrote to the Govenor- 
General of Canada. The Governor- 
General of Canada wrote to the 
Under-secretary of State. The Under- 


| secretary of State in turn wrote to the 


Lieutenant-Governor of Saskatchewan. 
The Lieutenant-Governor of Saskatch- 
ewan wrote to the Executive Council 
and the Executive Council referred 
the matter to the Department of 
Municipal Affairs. While all this 
correspondence was being bandied 
about, the Saskatchewan legislature 
in the meantime had passed an act 
providing protection for land-holders 
similarly situated as the Kansas 
resident. An official of the Depart- 
ment of Municipal Affairs was there- 
fore able to advise the Kansas man 
that a special act had been passed by 
the Saskatchewan parliament which 
protected his land if he made applica- 
tion to the Municipal Council of the 
district where the land was situated. 
The official also suggested that it 
would be quicker to make application 
direct and not through His Majesty 
King George V. 


~~ 2 ws 


A merchant suggested to his banker 
that the banks would be doing a noble 
work if they printed a warning on the 
evils of ““N. S. F.” check writing, to- 
gether with the penalties under the new 
amendment to the criminal code, on 
the inside front cover of all check 
books issued to customers. The mer- 
chant noticed that the banker did not 
enthuse over the plan. 

The banker then suggested that the 
merchants would be doing a still nobler 
work by imprinting on all accounts 
going out to customers the penalties 


| and provisions of the new “N. S. F.” 


| 


check amendment. The banker noticed 
that the merchant did not enthuse 


| over the plan. 
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12 Million Families 
Buy Goods Each Year By Mail From 
Chicago’s Mail Order Houses 





The mail order industry, launched in 
Chicago in 1872 with capital of only 
$2400, now sells goods by mail to 
twelve million families each year. And 
in helping Chicago maintain its posi- 
tion as mail order headquarters, com- 
mercial banking facilities — including 
those of the Continental Illinois Bank— 
always have played an important part 
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The Life-blood of Trade 











The knowledge that sound credit is 


the life-blood of trade has been a basic 





principle guiding Central Hanover in 
its dealings with banks and industries 


through seven major depressions. 
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